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LETTER OF TRANSMITTAL 


CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON DEFENSE PRODUCTION, 
January 23, 1952. 
The honorable the PresipENT oF THE SENATE. 
The honorable the SpeAKerR or THE House or REPRESENTATIVES. 

In accordance with section 712 (b) of the Defense Production Act, 
as amended. there is transmitted herewith from the Joint Committee 
on Defense Production, a report on the machine-tool program as it 
atfeets our mobilization effort. 

The Joint Committee on Defense Prodi ee has no legislative 
powers. We prepare eee he setting forth the facts as we see : ane 
on the activities performed « * Federal agencies under authority of 
the Defense Production Act, samended. | egislative action, if any; 
is handled by the appropri ate a anding committees of the Senate and 
the House of Re — ntatives 

Respectfully submitted. 

Burnet R. Maypank, Chatirma 
Paut Brown, Vice. Chairman. 
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82p CoNnGRESsS SENATE Report 
2d Session No. 1107 


MACHINE TOOLS 


JANUARY 23 (legislative day, JANUARY 10), 1952.—Ordered to be printed with 
illustrations 


Mr. Maypank, from the Joint Committee on Defense Production, 
submitted the following 


REPORT 
PART I 


INTRODUCTION 


Our Nation’s security rests in large measure on machine tools. The 
total industrial capacity of the country must continue to increase. 
Expanding military schedules must be met and reasons 7 le levels of 
civilian production maintained. These goals can only be achieved 
as rapidly as the machine-tool industry can build the tools. 

That is the national objective for 1952. True, the Nation is emerg- 
ing from the “tooling-up” stage on many critical defense items. True, 
we are at the gateway of an era of far greater volume of production 
than this Nation has ever known. But the demands for a much wider 
expansion of our industrial economy are clearly projected. 

Fortunately, large-scale expansions are well under way in many 
basic industries. But when the constantly increasing military re- 
quirements are superimposed upon our present national capacity, the 
total impact is well beyond the limits of our machine-tool industry 
in 1952. 

That is true even in the face of the industry doubling its output 
over last year and expecting to double it again in 1952. Yet, it will 
be some time in late 1953 before the huge “backlog of orders can be 
delivered. Besides, there are millions of dollars of new tools on the 
drawing boards yet to come. This means that this year will be a 
year when first things must be put first. It means that the already 
stringent situation with respect to machine tools will become further 
aggravated before it gets better. 

The complexity and size of the new implements of war such as 
guided missiles and jet engines, and new types of aircraft, tanks, and 
guns, require machine tools of an unprecedented degree of quality and 
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per formance. ‘These are precision machines—of countless types and 


sizes. ‘The VY requ lire special atti iwhments. ra are built to order 
for special purposes, They just cannot be built by mass-production 
techniques. Nile seiiedawuis present equipment obsolete. It ne- 


cessitates long production cycles extending many months and places 
a heavy financial burden on the industry. 

These are but a few of the many factors that have made machine 
tools the most serious bottleneck today. These are some of the causes 
why defense projects are now waiting for tools. There are others; 
in fact, several basic factors have had to have special considerations. 
The need for higher price adjustments has been one; financial aid has 
been another; and special priority assistance was among the others. 

It is the job of our de fense offic ials to overcome such « ybs Ul acle 
Their task is to see that all defense production is kept on schedule. 
It was not until mid-1951 that the necessary action was taken with 
regard to machine tools. 

When the machine-tool industry was given top priority status 
comparable to the other urgent defense programs, it required clirec 
tive action by the Director of Defense Mobilization to give the indus 
try adequate prices, financial aids, special priorities, and a manpower 
program—the things that tool builders had to have to expand produe- 
tion. ‘That directive was issued July 9, 1951, and it was implemented 
immediately by a most effective drive throughout all agencies to re- 
move any obst: acles in the w: ay of greater output, 

The industry was greatly stimulated. Today aaea tool output 
is increasing by leaps and bounds and subcontracting is gaining rap- 
idly. The f fight is far from over and it will be many seit before 
the industry is operating at top speed but the major bottlenecks have 
been broken. 

Manv of the officials charged with the re sponsibility for carrying 
on this program are top executives from the machine-tool Seat sen. 
You r committee is confident that the assigonme nt is now in « ‘apab le 
hand ind has eood reason to believe that the industry will cooperate 
‘ullest. It did in World War Il and it Is doing sO right how, 

In accordance with the authority and the responsibilitv invested 

vour committee under the Defense Production Act of 1950, as 
amended, it has undertaken to investigate all the facets relating to 


this serious bottleneck to our national } preparedness program. In ap- 
proaching this study, vour ae nittee has kept in mind two things 
Kirst, the immediate urgency for the maximum output of machine 
ToOoIsS* ina secondly, that our defense mobilization l a long range 
program 

\l \ ot the problems Cro bl] hg the machine tool indu trv were 


peculiar to that industry and required te ial consideration to resolve 
efter tively. Others were of a venera | type whi le some hag | to wait 
upon the final perder om me in certain mayor defense programs, A 


review of thre Se various situ ations IS covered in our report, 
MOBLLIZATION POLICIES 


ln } ! , ; ] .* ] war dice 
The aay south Koren was invaded, machine tools were not con- 
1 


sicl rea a potential problem. Most of the tool 1M hu try had been 
hungry for business for 2 to 4 years and tot: al employment was down 


to 04,000 workers the lowest in over a decade. Many plants had 
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been forced to release even some of their most experienced men. 
Many plants were working short hours, cutting back in every way to 
break even. It had been nip and tuck for some time and in many 
cases the working capital was running low. ‘True, the picture was 
beginning to look up when the Koreans hit, but it was far from rosy. 
The automotive business with its new models and resulting need for 


new tools had been a salvation to a segment of the tool industry: that 


iS, for certain firms enjoying automobile ord I's. The orders from 
NATO countri and other “free wot ld nations’ were also hi Iping tO 
fill the gap. From all appearances, there were plenty of machine 
tools in American industry. More than double the number that ex- 
isted when the Pearl Harbor Catastrophe 0 urred. Yes, United 
States industry was well supplied. It not only had become “tooled- 


up” to th teeth for World Wat LI but it had abs rbed thousands 1 po 
thousands oft surplus tools ifter the war. 

In addition the Government wa holding over 150.000 pleces ot 
production equipment GU percent ot whi ' were mach e& tools 
reserve inventories held by the services and General Service Adm 
istration, Vhese had been put in storage to augment our mausti il 
capacity, if necessary, in time ofa national emergency. Besicles there 
were several hundred Government-owned stand-by plants, many 
equipped with tools waiti a » be called to action. 


On top of all this were the thousands of tools Landing idle in used 


and reconditioned dealers’ hands all over the country. In time of 
emergency, this reservoir had proven to be a great potential source, too. 

Your committee can well understand w hy no one at that time col 
sidered that machine tools offered a serious problem. That goes noi 
only for Government otlicials but for the Ds partment of Defense an 
industry leaders, 

There was one group, however, who did not share that feeling. 
| hat was the machine tool industry itself, Krom the beginning of 
Korea they met and discussed through their trade association, the Na 
tional Machine Tool Builders Association, the problems that they 
foresaw accumulating as the defense program began to take shape. 
They knew from past experience what they would eventually be called 
upon to do. They knew they would need assistance if they were to 
organize their resources to meet the impact of the military programs 
when it hit. 

The machine-tool industry was one of the first to come to Washington 
as soon as the NPA Administrator was appointed. Industry repr 
sentatives not only came once but several times in October and No- 
vember. They presented their story and tried to learn what was 
expected of them. They pointed out what they needed in the way 
of priority assistance, financial aids, and rapid tax amortization so 
that they could start increasing their output. In the four intervening 
months from June 25, their unfilled orders had jumped from a normal 
5-month to a 12-month backlog while their production had remained 
practically stationary. | 

However, it was the policy at that time that whatever material re- 
mained after the military needs were supplied should be available to 
all industries on a share-and-share-alike basis. 

Your committee is agreed that any other plan prior to a oreatly 
expanded military program would have resulted in a most serious 
dislocation of labor and industrial resources, and would have inflicted 








4 DEFENSE PRODUCTION ACT 


an unwarranted hardship upon the American people. ‘There was no 
point in cutting back civilian production until the military was ready 
to pick up the slack. 

What happened is legend. The most vexing problem was and still is 
the lack of any definite information about the future tool require- 
ments. The military, up to now, has claimed that it was impossible 
to determine requirements until programs were set, designs completed, 
and contracts awarded. Later in the report we have outlined a plan 
that is under way that should do much to correct this situation early in 
1952. 

Like many a Monday morning quarterback, it is fairly easy to ask 
now “Why didn’t NPA do this?” or “Couldn’t you have seen that this 
was certain to happen?” or say “It was obvious that this would be the 
result.” As the backlog kept ‘climbing while little was being done to 
give industry what is claimed to need to increase production, it is 
difficult not to criticize. But the fact remains that in those early 
months every major industry was contributing to our national econ- 
omy—all were enjoying large increases in their civilian business. 
Each industry came to Washington seeking priority assistance to 
maintain its level of production in a market of diminishing materials. 
The machine-tool industry was no exception as its general problems 
were similar until later when actual defense requirements made it 
evident that a bottleneck was developing. 

Whatever mistakes and delays did occur can be charged in part to 
the fact that the Government and defense offici ilals were reluctant to 
share the concern of the tool industry over the future outlook. 

Mr. C. E. Wilson, Director of Defense Mobilization, summed up 
the situation most aptly in discussing the machine-tool situation before 
the National Press Club in Washington on December 13. He said: 

I cite this case because in my judgment we took too long to identify and solve 
these problems. Neither in the civilian, or military arms of the Government, 
nor in industry was there enough sense of urgency and drive. 

In this report your committee has identified the major problems 
and actions that have been taken by the various agencies. Our report 
also shows the results that have been achieved to date and what pro- 
grams the defense agencies have for removing the remaining hurdles 
to assure an all-out production program in 1952 


HisroricAL BACKGROUND 


In order to better understand the problems facing the machine-tool 
industry, it may be helpful to review the developments that occurred 
in the industry prior to Korea and some of the factors which con- 
tributed to these developments. Naturally, these had a paramount 
bearing on the general attitude of the industry in the months to fol- 
low. Besides, these tend to e xplain the reasons why industry leaders 
frequently came to Washington to urge upon Government officials 
their need for special assistance beyond that required by other Amert- 
can industries which had been experiencing their greatest volume 
years. 

DEFINITION OF MACHINE TOOLS 


Before proceeding it would be well to define, for purposes of this 
report, what types of metalworking tools have been included under 
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“ term of “machine tools.” The term is loosely used among the 
rades to apply to any type of tool from a huge lathe or gigantic 
io ging hammer, to small precision measuring tools and miscellaneous 

attachments. 

There are some 300 different kinds of milling machines, grinders, 
presses, jigs, and fixtures. However, for st: atistical purposes, the 

various types have been grouped under three generally accepted classi- 
fications. These are designated as machine tools, metalworking 
machinery, and machine-tool accessories. 

It is the first two groups that we are primarily concerned with, «s 
they represent the greatest bottleneck problem. ‘Therefore, whenever 
the term “machine tools” is used throughout this report, it refers to 
either or both of these classifications according to the particular con- 
text. The following gives a general description of the kind of tools 
included in each group. 

Machine tools: Power-driven machine tools that shape metal by 
grinding or progressively cutting away chips. Important products 
of this industry include boring, broaching, drilling, gear cutting, 
finishing, grinding, milling and planing machines; lathes, shapers, 
and slotters; honing and lapping, polishing and buffing; sawing and 
cutting-off, contour sawing and filing; tapping, threading, and rifling 
machines; and replacement and repair parts for machine tools. 

Metalworking machinery (except machine tools) : Machinery for 
shaping, pressing, forging, or bending metal, where the shaping action 
of such machines is not dependent upon a cutting tool. Important 
products of this industry include bending machines; die-casting ma- 
chines; forging machines, such as drop hammers, forging hammers, 
and forging presses; bulldozers and upsetters; presses (forming, 
stamping, and punch) ; riveting machines (not portable); rod and 
wire forming and fabricating machines; shears, spring winding and 
forming machines; acetylene welding and cutting apparatus; wire- 
drawing machines. 

It will be noted that such items as attachments and accessories for 
machine tools and other metalworking machinery are not included 
in the above groups. This is also true of dies, jigs, fixtures, drills, 
gages and other measuring tools that are so vital to indust ry. For- 
tunately, the majority of these items are not in critically short supply. 
However, they all do have material or other production problems 
that have to be resolved constantly. Two other classes of tools that 
also are not included are the light power tools, such as “hobby” tools, 
Jigsaws, small drill presses, and home workshop tools which be- 
cause of material shortages have had to be materially restricted in 
production. 


INDUSTRY SITUATION 


In 1940 the United States had installed in all of its vast metalwork- 
ing industry, 1,247,000 power-driven machine tools, not including 
presses, shears, and brakes. 

In the 6 years from 1940 to 1945, inclusive, the United States ma- 
chine-tool industry produced 1,093,000 metal-cutting machine tools. 
In other words, the Nation practically doubled the number of ma- 
chines in order to produce the weapons that were necessary to win 
World War II. Besides, the machines produced during the war were 
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far more productive than those already installed in American indus- 
try. Therefore, the metal-cutting capacity of this Nation was more 
than doubled. 

The industry met the enormous demand in World War IL by prac- 
tically doubling its output from year to year. In 1939 the output 
was $200 million. Then the war in Europe brought large orders 
from France and England and in 1940, with the additional impetus 
of the American defense program, the industry more than doubled its 
output to $440 million. 

Doubling the production the first time is not too difficult to attain. 
Ofttimes it means merely instituting a second shift on the bottleneck 
machines, working full time and possibly diluting the skilled labor 
force with some learners. However, in 1941 the industry almost 
doub] 
tract in earnest, to run two full shifts, each operating overtime, and 
to add substantially to its plant capacity. In 1942 the amazing out- 
put of $1.3 billion was reached and the performance was almost dupli- 
‘ated in 1943 with $1.2 billion. By that time cn e major demands had 
ee OS te ener to about $497 million in 1944 and $423 
million in 194 

It is sdtetibenisa to note that at no time during the war period, due 
to the. industry actually becoming geared up almost 3 years before 
Pear] weg: did the backlog of unfilled orders exceed 12 months’ 
proce luction. AAS the cle mand increased, the capac ity of the industry 
kept nai But even at that the industry Wits “the bottleneck 
of the defense program” from 1941 to 1944. 

Unfortunately, the industry dwindled in size after World War IT. 
The demand for machine tools fell off steadily from 1946. Part of 


ed its output again, going to 3775 million. lt began to subcon- 


this was due to the Government dumping an enormous quantity ot 
war surplus tools on the market and depressing the industry until it hit 


hotton } in 1949. 

Then a pick-up occurred in the first 6 months of 1950, particularly 
for those who were getting tool orders for the new automobile designs. 
Yet in June 1950 many machine tool builders were still working under 
10 hours a week and had been forced to cut back their employees to 
mainly veterans of many years’ experience. 

The situation was highly competitive. Over 30 companies either 
changed hands or went completely out of existence during the — 
war oe This represented a serious loss of capacity in the 
dustry. E mployment in June 1950 was only 37,400 wage earners. 
The follow ing figures show what happened from 1939 through 1950. 


1929 ‘ __.. $200. 000. 000 
1940 : , . $40, O00, OOO 
141 iad ii ei se T7H. 000, OOO 
1942 : st hated aa 1, 820, 000, 000 
1948 ee a ee 
144 = on de 197, 000, 000 
145 4 123, 000, 000 


lor the post war veal s prior to Korea 


1946 . r $334, SOO, 000 
LD47 : 306, 000. 000 
1948... _.... 288, 000, 000 
1949 — 249, 400, O00 


1950 (including Korea) ~~ -_-_- Se _.. $05, 500, 000 
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Sinee 1940 machine tool prices have increased about 100 percent. 
When viewed in this light the industry actually produced in 1950 less 
than one-half the number of the tools manufactured in 1940. Ona 
similar basis, the output in 1949 was about the same 1 umber of units 
as were produced in the depression year of 1938. This indicates the 
extent to which the industry had depreciated just prior to the invasion 
of South Korea. 


\ 


GEOGRAPIIIC CONCENTRATION OF THLE INDUSTRY 


The last Census of Manufacturers in 1947 shows that the m: 
tool industry Wal made up of about 216 establ hments. with 28 f+] 
largest firms producing over half of all the tools; 202 of the establish 


ments had less than 100 emplovees each at that time and 


for only 10 percent oj all the tools: 13 percent of the tools were built 
by concerns other than primary manufacturers of machine tools. 

The vole played by the si aller companies is 2 particularly vital one 
since uy spe ialties ure prov dec by the sma firm whi h are in 
dispensable to thi larger concerns. Many - i conce) \ today 
subcontractors in the productior of numerous components supplied 
to the industry in general. 

The following tables ummarize the location « f these manufacturers 
and their 1950 volume: 

Vachine tools 

Ni ) 
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It will be noted that the machine-tool companies located in New 
Een tal a and east North Ce) tral Sstaces accoult | 


ed for over 85 percent 
of the total value of all machine tools produced in 1950. Those firms 
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located in the State of Ohio made up over 30 percent of the United 
States total and the combined States of Ohio, Indiana, Illinois, Michi- 
gan, and Wisconsin accounted for 60 percent of the total United States 
production. 

Manufacturers located in Ohio and Wisconsin lead in the production 
of boring machines, building 38 percent of the total. Companies in 
the East North Central States produced 45 percent of the total value 
of gr inde rs and polishing machines with the New England States mak- 
ing up 34 percent. Ohio builders shipped 15 percent of the total value 
of lathes and those in the East North Central States shipped 70 percent 
of the milling machines, 

The next table shows a breakdown of 1950 shipments by numbers of 
companies in terms of the major types of tools. 


Shipments Percent of 

r : eh 8 Se Ee dollars 

Class of product a = | change; 

companies | Number of Value 1950 over 

units | are } 1949 
| Millions 
of dollars 

Boring 39 | 1, 333 | 28.8 | —2 
Drilling 54 | 9, 900 | 32.8 | +30 
Gear ct itting and finishing 5.see 18 | 1, 498 19.8 | +39 
Grinding and polishing ‘ | 243 | 79, 146 60.6 +33 
Tete. ..n<o<s0 al 166 | 30, 021 79.5 | +28 
Milling . ‘ | 61 | 5, 486 35.8 | +14 
Planers... : Ba 6 84 | 3.0 | —18 
Shapers = | 12 770 3.4 | +19 
Keyseating. 5 161 4] +4 
Saw and cut-off 40 7, 649 4.3 +29 
Contour sawing and filing 13 11, 206 4.5 +50 
Tapping | 27 938 3.3 +74 
Threading - 22 10, 777 7.0 +15 
Broaching 14 363 4.9 +43 
Centering . ee | 5 68 5 —16 
All other ks es ie 38 16.9 +81 


Total ne kee “a pulbiincinisiiegeil 305. 5 an 


STATUS OF INSTALLED TOOLS 


In any general appraisal of the machine-tool industry and its 
relationship to the mobilization program, there is another key factor 
that should be kept in mind. We should go further than merely to 
study how many machines were currently installed or stored in stand- 
by plants and Government reserves. We should analyze the age of 
these machines to determine their current condition and their degree 
of obsolescence in order to evaluate their utility potential in our pres- 
ent emergency. From such data, we can get some estimate of the 
replacement problem that confronts the vast metalworking industry 
over the next few years. 

We have just stated above that the United States had installed in 
its vast industrial plants over 1,247,000 power-driven machine tools. 
By the middle of 1950, according to a survey made by the American 
Machinist, in November 1949, the net figure had increased to approxi- 
mately 1,775,000 units. Of this total, “nearly 45 percent, or 759,000, 
were over 10 years old and half of these were over 20 years—actually 
built prior to 1929. In other words. out of all the usable machine tools 
in this country, including those in Government reserves, maintenance 
shops, and educational institutions, only 1,100,000 were estimated to 
be less than 10 years old when the emergency started. 
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However, we must not overlook the fact that with 45 percent greater 
number of machine tools available, this Nation had a far greater po- 
tential capacity for mobilization in June 1950 than at the time of Pearl 
Harbor. Unfortunately the discounting factor is that the new jet 
engines, guided missiles, and atomic weapons, to mention a few, re- 
quire not only the very latest in scientifically designed tools, but in 
some cases the design of entire ‘ly new tools. In fact it now esti- 
mated that upward of 90 percent of all existing tools are more than 10 
years old in design. Only a limited number incorporate the remark- 
able postwar developments of greater power, higher feeds and spe eds, 
automatic cycles and tracer controls, and automatic handling to name 
a few of the mass-production and high-precision features so necessary 
for today’s production. 

Moreover, many of these tools have depreci iated far be yond their 
normal age because of their hard usage around the clock, lack of proper 
maintenance and poorly trained operators during the last war. All 
of these factors add up to this point: There has been a critical lack of 
modernization since World War IT in the metalworking industries. 
Several industry representatives attribute this mostly to high taxes, 
low-tax depreciation policy by the Government, low and 
restrictive labor practices. 

The following tables summarize the machine-tool situation in Ameri- 
can industry early in 1950. 


IS 


net income, 


tal rking 
Machine tools ews 
r pmen 
Age ‘ =e 
Percent Percent Percent 
I its T’nites nite ‘ wiee 
of total a of total ; f ] 
Less than 10 years 1, 003,114 6 211 ) 4 
10 to 20 vears 382. 169 23 128, 677 s 23 
Over 20 vears 376, 882 21 l 4 < S y 
Total. eae 1, 762, 165 100 171, 2 2, 2 
Summary of inventory data by industries 
Machine tools Metalworking eq 
10 vears 10 vear 
' . Over er 2 ¢ 
Units and sain Un and pver 4 Unit - 
over 7Cals over year i 
Percent! Percent Pe (| Percent 
Agricultural machinery 48, 498 50 25 10, 623 64 35 59, 121 2. 6 
Construction, mining, oil well 34, 983 $s 22 5, 627 61 35 10, G1 1.8 
Metalworking machinery 14, 327 43 22 7, 193 47 23 154, 52 6.9 
Special-industry machinery 136, 412 54 13, 993 68 37 150, 4 6.7 
General industrial equipment 99, 441 44 12, 70 7 34 12, 143 0 
Office and store machines 45, 645 52 32 10, 704 44 6, 34 2 
Domestic and service equip- 
ment 48, 151 42 19 2 7 2 22 68, 508 l 
Electrical equipment 161, 914 a7 18 52, 86 43 21 14, 780 f 
Miscellaneous machine parts, 
jobbing 100, 847 41 14 13, 0% 19 3, 937 ? 
Motor vehicles and part s 138, 595 56 23 42, 382 oS 38 180.9 8. 1 
Aircraft and parts 54. 711 16 2 8, ( l l f 2.8 
Railroad equipment 16, 075 18 29 4, 629 2 43 : ) 
Fabricated metal products 375, 717 45 23 196, 546 6 28 572, 26: 25. 6 
Shipbuilding, ordnance, mis 
cellaneous 240, 713 36 18 49, 701 { 7 200, 414 0 
Precision mechanisms. 113, 136 35 15 22, &3 I 2 
Total... 1, 762, 165 43 21 471, 25 28 12,2 $2 100. 0 
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This tabulation discloses two pertinent facts. 

|. The automotive group has the highest percentage of machine 
tools over 10 years old (56 percent) of all segments of the metalwork- 
ing industries. In 1945 this industry had 244,000 units before drop- 
ping to 139,000 in early 1950. 

”». The lowest percentage of old machines is to be found in the air- 
craft industry (16 percent) hot a sul prising discovery because of its 
youth and territhe erowth duit Ing World War LT. The present D0) .000 
units is low compared with 276,000 units at the war peak. 

The follow Ing table shows the geographical distribution of machine 
tool 


Numpimaru of inventory data bu areas 
M 
Oo r 
| { Ur ! ; t 
| 
j P / 

; ) ( t SO 4 ) 
B ‘ S { ( { ! s ey 
N y Int ) ( t 72 8 2 
r ‘ } is ] 180), 620 BZ 
I l 4 i4 ( l 2.8 
P i , i4 j 92 21 879 0 4 RUT 4 
I } * ® { ) 19 . ] s 

1 \ } | l¢ ( ” 

} ) 052 4 
] ‘ 163. G3R - 

( ) lt 2 1! lt 

( s t bs co 
j 14 ) { 

M ; 1 6S 

( 4 ‘S s 

| s t 

\ R29 x 4 s 15.8 

\I 1. &N { 1 1] 
a, ) te \ 
( 14 , 
H { \ \ 

s s 
| 4 x ~ s x 1 

, 1 
j | 


Phese heures point up some interesth a facts. 
Che figures bear out the statement that metalworking has become 
the No. 1 industry in New England since the war. The inventory 


{ 


figures for machine tools stand at 320,000 today as compared with 
205000 In 1945. 

¥. By contrast the dismantling of many war plants reduced the 
holdings in the Midwest from 870,000 to 700,000 today. 

3. Because the Pacific coast is so dependent on the aircraft industry 
it has lost ground so far as metalworking goes. The number of tools 
installed is down about one-third from 1945 to around 61,000 units. 

t. The rapid postwar industrialization of the South is one of the 
notable trends. Machine-tool installations in Southern States more 
than doubled since VJ-day from about 62.000 to over 142,000 tools. 
This area now has more tools per thousand population than any sec- 
tion outside of the established metalwor king areas of New England, 
Middle Atlantic, and Midwestern States. 
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5. The highest concentration of machine tools in any industrial area 
is in the Bridgeport-New Haven-Hartford area. That area has 
nearly SO units per thousand population against an average otf 12 for 
the entire country. 

The survey estimates that cf the beginning oft 1950 Government 
agencies owned 1 percent of all machine tools in the Nation son 
259,000 items out of the estimated total of 2 million. (Plant. inven 
tories total plu: estimates for tools In maintenance shops, college 
institutions, and Government reserves. ) 


Most of the Government tools were owned by the Army. Navy. and 


af i 
\ir Force, the remainder being held by GSA in the national industrial 
equipment reserve, and the national industrial res ve under the cor 
trol of the Munitions Board. 

Of the machine { ols. owned by the Govern ba abo { 1370 


vere estimated as being currently used by the Army, Navy. and A 
i orce or by their contractors 

The 13 pe reent figure for Government-owned machine tools com 
pares V ith the L945 inventory report of 33 pereent. when the Govern- 
ment owned about one-third of all machine tools 
of course. was before such tools were released to the surplus ware 
houses and eventually any were resold to private industry. 

Kor a more accurate figure, to the total of 259.000 should be added 
the machine tools, total at present mW known, owned by the Maritime 


Commission, Atomic Energy Commission, and others. 


rs AND PRODUCTIVE CAPACITY 


4 
aa 
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Toran Reguir 
DEFENSE REQUIREMENTS 


Normally, the basis for expanding any industry is first to ascertain 


the ovel all requirement for a given period and then determine the 
ipacitvy necessary to meet the demand. This would be the 
pproach in the ease of the machine-tool industry 1f future ce 


needs C mild bo ae ‘uUrat ly estimate ad. Officials hn the Detense Depart 


ment and other Government agencies claim that up to the present 
Lime su it data hier ( be 1ava lable. ‘| hye ! isO}) wWivaneced are as 
follow 

j ‘ ! ed ely hemsel\ s buy very it ! Lidie tools They 
award contracts to | try » produ Vario \ ii su mple 
hient ol wal These firms in tut req l hia e tooo tor the 
rroduction operations. These contractors are the ones who decide what 
kind of tools must be used to build individual components. In many 
Llistanes the specification must be studied to determine what tools 
will be required, end contractors are understandably reluctant to 
pla e orders for the ne essary tools until the contract is awarded. 

Keven where contracts for the sume item are plac cl with —( veral 
private industrial concerns the problet t solved. Let. us take jet 
engines, for e ample. Kacl company 1 likely to ea dite) t pro 
duction method and therefore might need different ( tool 
because machine tools are extremely flexible Before bidd oO, CO) 
tractor studies every possibi way to utilize Wsexisting Tacit vith 


out ine irring the cost of new equipment, 

Since a given piec of equipm nt can b . | 
utilizing machine tools of varving kinds and tvpes, NPA and tl 
Department of Defense have requested al 
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screen their machine-tool requirements closely. If a simple tool can 
do the job efficiently, the manufacturers have been requested to refrain 
from procuring a more complex tool, particularly if the more com- 
plex tool is in short supply. 

However, indirect military spending for machine tools during 
1952 is expected to approach a rate equal to that of peak World War IL. 

The aici Board alone estimates that through the year 
of 1952, the Defense Department contractors will require approxi- 
mately $2,500,000,000 additional tools. ‘To this must be added the 
unknown requirements for tooling-up the privately financed plants 
which will need new machine tools to produce the military contracts 
still to be placed. 

To date the NPA has been unable to obtain even a rough estimate 
as to the type of tools that will be required or an estimate of the 
quantity involved. Difficult as the problem is, a forecast of these re- 
quirements is vital if the industry is to be expected to fit them into 
its present huge backlog of orders. It undoubtedly will mean extensive 
subcontracting which necessarily requires months of planning. But 
industry can take little action until it knows what the requirements are. 

The Munitions Board is fully cognizant that any worthwhile esti- 
mate must come from the services which originated the individual 
defense contract. To meet this situation, the Chairman of the Muni- 
tions Board recently issued a directive to all the services instructing 
them to undertake the compilation of such a requirements list based 
on the projected programs for 1952 and 1953. This to be available 
in January and for the first time will provide data so necessary for 
NPA and the industry to plan for the future. 

The need for a definite program becomes even more obvious when 
the tables and graphs on pages 13 to 16 are studied. It will be noted 
that from July 1950 to January 1951, orders increased nearly three- 
fold over the previous 6 months, but shipments rose only 46 percent 
during the same period. New demands continued to increase in 1951 
until the unfilled backlog is now equivalent to 20 to 24 months’ produc- 
tion in most of the critical items. Some companies have as much as 3 
years backlog, a few have as little as 6 months. 

From the monthly production orderboards of three-hundred-odd 
manufacturers, NPA estimates that shipments will total approxi- 
mately $629,000,000 in 1951 and will double this rate during 1952. The 
attainment of such a production increase—over four times in 2 years— 
will greatly relieve the pressure on the more critical machine tools. 


PIRI SA INT RR $305, 500, 000 
Estimated deliveries in 1951 i a oa a . 629, 000, 000 
Foreeast deliveries in 1952 ale ele ete eda Aes a : __ 1,800, 000, 000 


The backlog of orders fupresents a total of $1, 371, 370,000. About 7 
percent of this backlog covers industry’s requirements for the shite 
duction of essential defense items with the remaining 30 percent 
covering nonrated defense supporting and civilian orders. 

One word of caution about comparing backlog figures: Machine 
tools, unit for unit, are today both more complicated and more expen- 
sive than they were during World War II and prices are continually 
increasing. This means that a bac ‘klog figure of the same dollar 
amount in the two periods—World War II and the present time— 
would actually represent a current backlog of perhaps as much as 30 
percent fewer units. 
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Machine-tool orders, shipments, and unfilled orders, estimated from reports 
received by the National Machine Tool Builders’ Association 


{Index: Average 1945-47 shipments equal 100 percent] 


Orders Shipments Unfilled 


$$$ ———— | Caneel- | - - = = 
lations 











Date Percent deedene Percent s 
Index | Industry foreign ton ve Asie Industry foreign to ship- 
| | estimate (as re- ported) estimate as re- ment 
ported) P ported (as re 
| 
1950 
January Kee 99. 7 | , 000 26.8 1.6 52.8 | $15, 600, 000 26.0 5.7 to 1. 
February --- - } 89.2 000 21. 1 1.9 56. 1 16, 600, 000 28.3 5.8 to 1. 
March. ‘ 107.4 , 000 23.2 2.1 75 22, 250, 000 29. 4 tS tol 
April_--- : 98.9 , 000 17.6 1.6 61. ¢ 18, 200, 000 25. ( 6.5 to 1. 
May ot Sone ), 000 15.8 1.4 82.5 24, 400, 000 16. 6 5.2 tol 
June ‘ | 1%41 , 000 18.5 1.7 91.9 27, 150. 000 19. 4 tol 
July ...---------} 253.1 000 8.8 L7 68.3 20, 200, 000 21.3 9.2 to 1. 
August 305, 1 , 000 11.2 3.3 95.7 28 300. 000 18. € 8.7 to l. 
September ._... 280. 6 50, 000 9.7 2.1 ] 6 30, 050, 000 18, 2 98 tol 
October . 289. 6 , 000 17.1 2.8 | 100.9 | 29,850, 000 15.3 | 11.5tol 
November : 291. 9 000 9.1 3.5 110.9 32, 800, 000 16.0 | 12.2tol 
December. ..-. 410. 1 060 27.5 2.0 135. 7 40, 150, 000 13.4! 11.9tol 
12 months. .|- 729, 200, 000 16 3 305, 550, 000 19.5 
1951 
January........} 475.4} 140,600,000 12.9 2 114.3 | 33,800,000 9.6 
February.......| 615.5 182, 000, 000 12.7 2.7 123. 8 36, 600, 000 10.3 
March comet “ana 174, 550, 000 17.3 18 158. 9 47, 000, 000 11.1 
April. = | 516.1 152, 600, 000 12.8 6 | 157.7 | 46,650,000 13.2 
BROS. nc anes |} 483.0 142. 800, 000 7 6 9.7 175. 1 51. 800, 000 g 7 
ll Fe ae a (ae 165, 250, 000 10.1 90 182.8 54. 050. 000 0 5 
July de 490. 6 145, 050, 000 11.2 11.1 144.7 42 800. 000 90 
August aes 488. 9 144, 550, 000 12.0 12.8 178.9 52 900. 000 5 
September......| 380.2 | 112,400,000 7.1 11.6 189. 8 56. 100. 000 Q 
October 403.9 | 119, 450, 000 10.2 14.8 99) 65. 450. 00K 9.2 
November 330.0 | 97, 600, 000 8.8 ”, 1 66. 850. 000 ,9 1 
December..... 1 428.3 | 1! 126,650,000 (2 75, 254, 000 ( Q 
12 months are 1, 703, 500, 000 141.2 629, 254, 000 


! 
1 Preliminary figures, 
2 Not available. 
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MACHINE TOOLS 
DOLLAR SHIPMENTS, UNITS PRODUCED AND AVERAGE COST 


Yearly Estimates - 1919 to 1950 


Estimated Dollar Shipments 
Per Year (Use right scale) 


Estimated Units Produced 
Per Year (Use left seale) 


THOUSANDS OF UBITS 


Estimated Average Cost 
Per Unit (Use right scale) 
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The total number of units on the order boards and actually sched- 
uled for delivery during the next 12 months by these 300 manufac- 
turers as of November 1, 1951, are: 


Rated orders: 


I UN ai a a ls sialic 46, 700 

Sean OI i iacccbsiieioien sins cpg iota earns pense men eae aeaMacaeaibante 4,010 

a are 4, 880 
Nonrated orders: 

I a a ee 24, 391 

a a 2,161 


I I a aa i 82, 141 











DEFENSE PRODUCTION ACT 17 


A lot has been said about the guns-and-butter concept in our mobili- 
zation planning. There have been relatively few nonrated orders 
for machine tools filled by producers for many months due to the huge 
backlog for military and defense supporting rated units. Where 
deliveries have been made they have been either replacements in in- 
dustries essential to our economy or to meet temporary unemployment 
problems pending defense contracts. 

Under the NPA regulation M-41, as amended on November 8, 1951, 
and NPA regulation M-41, issued on the same date, relatively few, 
if any, of the above nonrated orders will be shipped during 1952 
Order M-—41, amended, places a freeze on nonrated shipments after 
February 1, 1952. There are certain exceptions to this limitation per- 
mitting applications to be filed to replace a wornout unit and for 
adjustment in hardship cases. A producer may not accept nonrated 
purchase orders calling for delivery before February i ‘These tighter 
regulations will further assure the reservation of machine-tool produc- 
tion for direct military and defense-related programs. 


REQUIREMENTS FOR NATO COUNTRIES 


One of the primary objectives of the United States is to achieve the 
largest possible use of European resources for defense production 
consistent with essential civilian needs in that area. ‘To this end, we 
are rendering whatever assistance is necessary to make certain that 
the highest level of production is reached r apidly. 

To meet these objectives machine tools are required to build the 
most effective productive program in NATO countries which in turn 
will release United States productive facilities for domestic needs. 

In reviewing the machine-tool requirements with officials of the 
Economic Cooperation Administration, your committee found that a 
determined effort has been made to carry out a constructive program. 

In collaboration with several other United States European com- 
mittees, including the military, every NATO program has been 
screened for essentiality and the required tools correlated with pro- 
duction target dates. 

A brief summary highlighting the more pertinent phases of the 
Western European machine tool situation follows. 

Military requirements 

Shortly after the outbreak of the Korean conflict, the defense pro- 
grams of NATO countries were quickly stepped up. The United 
Kingdom, whose defense program was in a more advanced state than 
those of other NATO countries, began placing substantial orders for 
machine tools for its 4.7 billion-pound rearmament program. This 
program called for approximately 27,000 machine tools. The United 
Kingdom placed orders on the Continent, in the United States, and 
placed additional orders with the British machine-tool industry. 

Latest information indicates that orders placed with machine-tool 
manufacturers on the Continent exceeded 10,000, in the United States 
6,500, and approximately 10,000 in the United Kingdom. They are 
still looking for additional tools on the Continent. The 6,500 tools 
ordered in the United States valued at 130 million dollars were mostly 
placed between October 1950 and June 1951. All of these orders are 
rated and have been cleared by United States Government including 
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the military authorities. They represent tools contracted by the 
sritish Ministry of Supply for their own armament programs. 

The approximate total of these foreign requirements and shipments 
in units and millions of dollars are: 


ray _ shipments to Nor. 1. 1950 
I Va Ur \ 

) SH 

} 4 s 
N } 
| 
| 

is¢ { Y 19 
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TI sé fie ires become particularly noteworthy when it IS realized 
that it would require LOO percent of our machine tool industry pro- 


duction for nearly 214 months, at the current output, tO meel these re- 


quirements, 


Italy has not placed any orders since early in the ECA program. 


These were ubnrate d and meanhry have hot been delivered. Phey are Now 


1 


being reviewed in the light of M—41 which prohibits delivery of un- 
rated orders after February 2, 1952. 

With the exception of some few types of tools for special require- 
ments not vet « rvstallized, it is not expected that further orders will be 
placed by NATO countries, in the United States. In faet, new orders 

re hot likely to match the cancellations that are being effected as 


European sources with ack quate delivery dates are being ul covered, 
/ ‘ mn Predgwe) } A 


The European tool orders for nondefense purposes now on the books 
of United States suppliers are nearly all old orders placed prior to the 
influx of defense program orders following the Korean outbreak. In 
view of the backlogs on the books of United States manufacturers, 
there have been few, if any, Kuropean orders placed for nondefense 
use since July 1950, 


L/¢ ‘4 ‘ TO ale 


(ll foreign shipments both rated and unrated, must (in accordance 
with Order M41) be taken out of the 30 percent group of each manu- 
facturer’s production. As of November 1, some one-thousand-three- 
hundred-odd tools have been shipped to England with 700 more sched- 
uled before December 31, 1951. Another 3,800 are scheduled in 1952, 
with the remaining 650 in 1953 if not obtained from European coun- 
tries earlier. Irance has received about 500 units to date. 
Meeting NATO milit ITY S¢ hedules 

The Defense Production Board of NATO, the Office of the Special 
Representative for ECA in Paris, and the ECA mission chiefs of 
N ATO COUNTIES have hecome concerned about the tools for oO top 
defense programs in NATO countries and have been making studies of 
the production schedules for the military items. 

As a result. a mission came to Washineton at the end of November 
ro review W ith mobilization ollie hauls the tools scheduled too late to meet 
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their target dates. Meetings were held with NPA and the Department 
ol Defense to see what m alt be done to lbiprove deliveries, ‘This 
matter is now under thorough considerat lon, 

Hlow requi nents are de termined 

Aftera NATO com try has re ived appro al for the product on ol 
a Mi tary end item, the tools for which procure! ent 1s planned in 
the Uy uted states are screened by the appropriate 
insure that all possible European sources have bee n thor 
gated. When ee list arrives in the United States » ECA, NPA. and 
the Munitions Board again screen it ~ final approvn 

In the case of the Bri tish, deta iled information was suppli edto EC A 
in W ashineton : as to the end use of ai tool, dese) bing the machinin o 
operation to be performed on the part] ‘ular on ihitary end item, the 
required delivery date for the tool to initiate end item production and 
the planned rate of production within the over-all rearmament 
program. 

ECA control ov shi) 

In accordance with bilate ral agreements between the » Uy ited States 
and all ECA countries, no reshipment of ECA « Mi itual ae » As- 
sistance Production financed commodities is re EC. ules 
that, to their knowledge, no such reshipment of machine a has 
taken p lace without ECA permission during the EC. program over 
the past 314 years. Extremely close surveillance is maintained ove 


all machine tool export licenses issued to firms in Western Grermany, 
Switzerland, and Austria because of possible reshipments behind the 
iron curtain. Some confusion exists in the minds of many people due 
to stories in the press about such reshipments f rom Weste! nN Kuro} e. 

The sub] et of east-west trade IS TOO broad to inject in this report ; 
however, ECA points out that there were, ll the past. 1 stances when 
items manutactured by one firm In a European country may have 


groups overseas, to 
t | 


rie oughly Investi- 


beet shipped behind the iren curtail while similar type Wmems may 
have been purchased from the United States by other firm i 
Same country ECA ountries anc the U1 ited State have ereect O 
a list of commoditi which are embargoed for sl pment behind the 
Lie eurtall Machn tools irre Included o7 this 


The Office of the Special Representative, ECA, Paris, completed, 

September 1951, a survey of European m rel ‘ 

pacity, Thi survey covered all types of metal cutting and metal 

formin 
] 


ahd Is 


r machinery (with the exception of roll ng mil 


broken down i to 141] different types al d ZeS., Kor each ma 


chine-tool-producing country, the list includ 
1. The name and location of each machine-tool manufacturer, 


os Number of employe eS 


5. Annual productive capacity for ea of the 141 type and sizes 
covered in the Survey. 

1. Indication as to whether or not the manufacturer had ypen ca 
pacity to deliver machines (a) hefore June 2 a7 { ) hefore 
December 1952. (It is planned that the Office of the Special Repr 
sentative. ECA, Paris; W ll keep this informat on un to date. 

A study of this survey indicates that this data should prove inval 


able in reducing the dra n on U ited State mat fs turers The 
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plan is that urgent NATO orders will be diverted to European man- 
ufacturers with open capacity and canceled on United States firms. 
Any new demands or requests for up-ratings of existing orders placed 
on United States firms by NATO will be checked by ECA-Paris 
against these European plant schedules. 

During a recent visit, three Western Germany machine-tool com- 
panies gave as the three major causes ey — n capacity in European 
plants (1) inadequate working capital, (2) lack of housing, and 
aan age of coal. 

The relative essentiality of supplying NATO needs from United 
States production and meeting our own defense program at the same 
time is purely a military decision. However, your committee is satis- 
fied that the ECA missions, the Office of Special Representative, and 
the Defense Production Board are all bending their efforts toward 
increased machine-tool production in Europe. That these efforts are 
bearing fruit is indicated by numerous cancellations of United States 
orders for which substitute sources have been uncovered through in- 
creased production in Western Kurope. 

It is believed, however, that even further relief would result from 
more critical screening of the end use inte ended for NATO required 
tools. Many jobs do not necessitate high precision work and there- 
fore medium production tools would be alent ate. It would appear 
that considerable emphasis has been placed on high-quality and high- 
accuracy machines in preparing some of the orders placed on United 





States firms. 


REQUIREMENTS 


FOR OTT COUNTRIES 


Pursuant to the authority contained in DPA, Administrative Order 
No. 1, of May 24, 1951, entitled, “Designation of Claimant Agencies,” 
the Director of the Office of International Trade (Department of 
Commerce), was designated as claimant to present requirements to 


the Defense Production 
designated elsewhere. 
fically are as follows: 


Afghanistan 


Arabia Pen, Sts., N. E. S 


Argentina 
Australia 
Bolivia 
Brazil 
Ceylon 
Chile 
Colombia 
Costa Rica 
Cuba 
Dominican Republic 
Ecuador 
Egypt 

El Salvador 
Ethiopia 
Finland 
Guatemala 
Haiti 
Honduras 
India 

Iran 

Iraq 


Administration for all foreign countries not 
These are known as OIT countries and speci- 


Israel and Palestine 
Jordan 

Lebanon 

Liberia 

Libya 

Mexico 

New Zealand 
Nicaragua 

Pakistan 

Panama 

Paraguay 

Peru 

Philippines, Republic of 
Portuguese Asia 
Saudi-Arabia 

Spain 

Spanish Africa, N. E. S. 
Syria 

Tangier 

Union of South Africa 
Uruguay 

Venezuela 

Yugoslavia 
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In the past the Office of OIT has requested NPA to include sufficient 
material in their quarterly requests to DPA for machine-tool manu- 
facturers to cover the scheduled tool shipments to OIT countries. 
The last time such a request was formally presented by OIT was for 
the 1951 fourth quarter deliveries. Due to the restrictions cunts 
imposed upon the delivery of unrated tool orders after February 1, 
1952 (NPA Order M-41, as amended), OIT se to devote its future 
attentions to imine the essentiality of the individual orders 
already awaiting delivery from tool builders in this country. 

Some of these orders have been on the manufacturers’ books for 
several months. Some idea of the number involved can be gained 
from the following breakdown of latest requirements (fourth quarter 
1951) compiled for these OIT countries. 

The tabulation shows the fourth quarter 1951 requirements, the 
total exports for the base period 1947, and the percentage of United 
States total production that was exported in 1947 


Vachine tools, fourth quarter 1951 export requirements, OIT countries 


SL fourth quarter ex- | 1947 total export _| 1947 export 

PUPL POUUMCANEHM eT ant 

Description ites ao of United 
States total 

Units Value Units Value production 
Buring machines - - -- OH $428, 000 74 a1, 000 6.6 
Drilling machines - - - 1, 38¢ 649, 000 5, 545 2 04, 000 7.7 
Gear cutting and finishing 48 279, 000 191 l, 11 000 .3 
Grinding and polishing machines 2, 582 1, 044, 000 10, 328 4.17 ‘ 000 6.5 
Lathes, ineluding light industrial 2, 443 2, 765, 000 9,772 | 11,058, 000 11.9 
Milling machines 248 822, OO 992 3, 289, 000 10.3 
Other machine tools 1, 434 1, 137, 000 5, 735 4, 549, 000 3.2 
Other metalworking machinery 4,725 3, 664, 000 18,901 | 14,¢ 0 4.7 
Total 12, 960 10, 788, 000 51.838 43, 149, 000 6.0 


OIT points out that the mobilization and stockpiling programs of 
the United States will benefit directly and indirectly from the ful- 
fillment of many of the tool requirements from these countries. Many 
of the machine tools requested will be utilized for maintenance, others 
for expansion, or the development of new sources of raw material, 
either wholly lacking in the United States or in short supply. Some 
tools are needed for the facilities furnishing power and transporta- 
tion in the recovery of these raw materials. Among these will be in- 
cluded cobalt for jet engines, uranium for the atomic energy program, 
tin from Latin America, bauxite, zinc concentrates, copper, lead, tung- 
sten, iron ore, petroleum, and abaca and sisal fibers for cordage. 

Other special projects necessitating specific uses include the fol- 
lowing: Venezuelan oil, Chilean copper, Argentine steel, and Bra- 
zilian iron ore. 

Many of the materials and the projects just enumerated are derived 
from programs financed through funds loaned by the International 
Bank for Reconstruction and Development and the Export-Import 
Bank of Washington. In both of these organizations, the United 
States has a substantial and important role. 

In this connection, it is the expressed policy of the administration 
as set forth by the Director of Defense Mobilization on May 29, 1951, 
that— 


adequate exports of scarce supplies to our allies should be assured by priorities 
and/or directives to producers whenever necessary. 
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The initial portion of the established policy statement follows: 


The following specific guides to the allocation of resources which are to be 
devoted by the United States to foreign needs should be followed : 

(1) When there are competing requirements of similar high essentiality in 
terms of the over-all objective, allocations policy should attempt to satisfy such 
requirements according to the degree to which they will contribute to the fol 
lowing results: 

(a) Military production of the free world, and direct support for the 
expansion or improvement thereof. 

(b) Promotion of increased supplies of all materials essential to strength 
ening the free world, and in particular the production and aequisition of 
those materials required for the current mobilization effort of the United 
States (including military reserves and immediately necessary additions to 
stockpiles) and for similar mobilization efforts of nations actively associated 
With the United States in the defense of the free world. 

(¢c) Maintenance and necessary expansion of essential services and pro 
duction facilities, and maintenance of minimum essential civilian consump 
tion requirements, in the free nations and in areas which they control 

(d@) Direct progress toward reduced future dependence upon military and 
economic assistance from the United States. 

(e) Lessened dependence of the free nations upon supplies from areas or 
countries within the Soviet bloe 

(f) Prevention of political deterioration in nations or areas essential to 
the combined strength of the free world 

In view of NPA regulation M—41, as amended, representatives of 
the State Department Oflice of International Trade Economie Co- 
operation Administration, and National Production Authority have 
held discussions in an attempt to establish criteria for testing the essen- 
tiality of all currently unfilled export orders. Progress has been made 
as indicated from the following memorandum following one of these 
meetings: 

STANDARDS To Be USED IN DECISIONS ON Prriortry ASSISTANCE FOR EXPORT ORDERS 
FOR MACHINE TOOLS 


An informal meeting was held in connection with the revision of M—41 (ma 


chine tools) on October 24, 1951. 
Che subject of the meeting was the exploration of guiding principles and stand 


ards to be used in approving or disapproving defense order ratings for export of 
machine tools. The urgency of this question results from the decision to prohibit 
the delivery of metalworking equipment without a rating after January 51 


It was agreed that many cases are likely to be complex and that, although a 
first judgment as to ACC] ability of the request might be mad on the basis of 


relation to defense projects or other clear evidence of important end use, the 


question of the other demands for short supply items might call for withholdin 


DO's in special ¢ es. Similarly, border-line cases might be supported on the basis 
of prior commitments or politically explosive situations, which might otherwise 

The tirst and more fundamental tests could be 
applied, however, prior to the submission of the requests to NPA, and prevent 


} 
ll 


receive less favorable treatment 
inecessary delay or an excessive load of cases, 
The main considerations discussed were 
1. Direct defense end use 
a) MDAP-finaneced (approved by Munitions Board). These are assumed 
to have been adequately screened. 

(0b) Defense projects not financed by MDAP (approved by MB). These 
miay have been carefully screened. There might be other defense projects and 
activities adequately sponsored. 

2. Defense supporting 

(7) DMA serialized mines 

(b) Petroleum projects and requests supported by PAD. 

(c) Raw materials production supported by adequate evidence of signifi 
cance for defense 


Strategie-material productior 
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Phy outbreak in Korea iould have beet the signal for the machine- 
tool Industry to start an all-out drive towar capacity operation. 
Instead. the indu try did little in that direction for several months. 
Of course, there were some exceptions, but the total monthly output 
remained practically the same as the pre-Korea rate even until early 
1951, while new orders were pouring in daily. 


] 


Obviously, there were everal factors which tended to hold the 
industry back One was due to the uncerta ntv of the times: another 
vas the vivid recollection of the “boom and bust” experience the 
ndustry had just passed through as a result of their World War II 
expansion. A major obstacle was the financial condition which the 
Industry had suffered due to declining demand for its products. This 
situation had been further aggravated by the sales of thousands of 


Government owned surplus tools, 
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These are some of the factors that made management less eager 
to rush into an expansion program when orders began to deluge them. 
The industry wanted to find out first what plans the Government had 
to avoid a recurrence of the situation that developed after World 
War II. 

In this regard, the tool builders received little or no assurances from 
any Government agency for some months. In fact, it was not until 
early 1951 that NPA finally made it clear what the machine-tool 
industry had to do if our military and leleias supporting programs 
were to be achieved. Then it required weeks and actually months 
for the Government agencies to work out some of the special policies, 
regulations, and Government aids that industry claimed it needed 
before it could go ahead. 

Many of the corrective measures undertaken by the agencies are 
discussed later in our report. Therefore, at this time, we shall only 
attempt to point out a few of the major obstacles with which NPA, 
and later DPA, were faced in dealing with the machine-tool industry 
in 1950 and early 1951, 


1. Insufficient capital to finance larger inve ntories and increase fa- 
cilities 

The industry claimed that the Price Adjustment Board had shown 
little understanding of (1) the cyclical characteristics inherent in the 
tool business; (2) the serious economic problems the industry was 
called upon to face after World War II. It felt that the Govern- 
ment’s renegotiation policy had been ill-conceived for their industry 
because it had placed a heavy drain on the earnings of the industry 
at a time when it was facing a postwar depression era with little 
opportunity to maintain an adequate financial structure. 


) 


he La }: of prope i Gore Te nt financial ad 

Since the Comptroller General of the United States had ruled that 
proceeds of a Government contract assigned to commercial banks as 
security for loans to machine-tool builders were subordinate to any 
claims against the builder by the United States, commercial banks 
were reluctant to accept assignment of such proceeds as security. 
Therefore, the availability of Government-guaranteed borrowings 
under regulation V of the Board of Governors of the Federal Reserve 
System was of little value in solving the builders’ financing problems. 
This situation was relieved through the passage of Public Law 30, 
Eighty-second Congress, approved May 15, 1951, amending the As- 
signment of Claims Act of 1940. Thereafter, the banks looked more 
favorably upon such loans. In August 1951, direct Government cash 
advances on pool orders for working capital were made available to 
the industry. In September 1951, simplified procedures for process- 
ing applications for Government guaranty of V-loan borrowings were 
adopted. 

Possibility of ove;re x pansion 

Most builders had seen their plants stand idle, in whole or in part, 
for many months during recent years, while other industries were 
soaring to new production peaks. Therefore, they felt justified in in- 
sisting on literal tax write-offs for any expansion expenditures dur- 
ing the emergency. 
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4. Unfille d civilian orders 

In July 1950 the industry averaged 5 months’ backlog, which was 
normal at their current operating level. M: any of these were unrated 
orders from basic industries such as automotive plants. About 20 per- 
cent were foreign orders, mainly for Western err It was not until 

NPA Order M-41 was issued on February 28, 1951, that restrictions 
were placed on civilian deliveries. U ntil then ea manufacturers 
were protecting their regular customers. 

a lays in ap proving Ce rtifte (tes of nec ssity 

Long delays were experienced in obtaining approv: als of certificates 
of nec essity. As late as April 1951, NPA advised the industry that 
a study was being made to determine the relative essentiality of the 
machine-tool industry. It was midsummer 1951 before very many 
certificates were issued. Machine tools now are first on the priority 
list for certificates. 
6. Unsatisfactory price re gulations 

The general price freeze on January 26, 1950, resulted in gross in- 
equities within the industry. Although steps were taken by OPS to 
correct the situation in May 1951, it was not until August 21. 1951, 
that an adjustment was made hich was satisfactory to the industry. 
7. Shortage in skilled manpower 

Due to operating for 2 to 3 years at low level, increased manpower 
was one of the first requisites of most builders following Korea. Re- 
hiri Ing was slow because strong g¢ competit ion Was ene ountered from ex- 
panding civilian-goods industries and other newly starting defense 
plants. Frequently other industries pirated skilled operators at 50 
to 100 percent higher wage rates. 
&. Revisions reque sted in pool order contracts 

To cover— 

(a) Price escalator clause: 

(>) Progress payments In case of termination claims; 

(c) Elimination of 7144 percent charge where Government sells the 
tool: 

(d@) Extended coverage until date of delivery; 

(¢) Profit margin allowed on work in process at termination. 

Some of these requested revisions were incorporated in the new 
GSA August 28, 1951, contract; others are still under consideration. 

Mat rial shortage S 

The growing shortages that began to develop in m: iny of the basic 
materials so essential to the making of machine tools created a multi- 
plicity of material problems right from the start. Because of their 
scope and effect even now on the over-all operation of the industry 
we have devoted the next section to a review of the over-all material 
situation as it affected the machine-tool industry. 


MATERIAL SILORTAGES 


One of the vital things the machine-tool builder needed shortly 
after Korea was material. For 4 years he had been depleting his 
inventory because of declining demand and because of the highly 
competitive conditions within the industry. As a consequence in- 
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dustry leaders appealed to the NPA for relief as early as October 2, 
1950, Ln response to ther appeal for assistance, they were told that 
Priority Regulation No. 2, which was about to be issued, would amply 
meet the needs of their industry. In that, NPA was mistaken. 
Under a delegation of authority pursuant to the Defense Produc 
tion Act of 1950 and Executive Order 10161 issued contemporane- 
ously with the issuance of Priority Regulation No, 2, the Defense De- 
partment and the Atomic Energy Commission could authorize the use 
of | L¢ ) (defense o der) rating ana their contractors could also extend 
that rating to procure production materials. The order did provide 
that. with the permissh n of the contracting oficer, the contractor or 
subcontractor might apply this rating to machine tools but only when 


the machine tool hreatened to become the real bottleneck of a defense 
contract. The use of the DO wis further restric ted to na certain WiaNX! 
mum dollar value of purchases covering the over-all program, Fre 
quently this dollar limitation was quickly exhausted by the services 
ind their prime contractors. As a consequence many orders placed 
by the subcontractors for machine tools were unrated, although they 
were for the defense program. 

In addition the builders had civilian unrated orders which had to 
he completed because they were already in the process of manufacture. 
li also had a rapidly CrOWlNEe number of rated defense orders, and 
according to the regulations it could buy material with a rating only 
for that part of its production. 

\t various meetings over several weeks’ period the industry repeat 
edly pointed out to NPA that R eulation No. 2 would not work in 


Lmachine-tool plant. \ machine-tool builder, for the most part, buys 
~ material from a steel warehouse and fabrieates it in the best quan 
titles fo. produ tion eth lel Vy. He does hot know On whose Piha hine 


tool a portion of a steel bar will eve ntually be used. Beside . he could 
not go toa steel warehouse with a reque t for a ton of steel, 60 percent 
rated and 40 percent unrated, and expect to get it. 

The industry made several suggestions to NPA, including the re 
( t that builders be viven a blanket priority for the pul hase of 
eritieas materials is thes were for the defense program that pre 
eded World War II. Actually, such a blanket priority was made 
iva lable tO t | e machu e tool Prectul try in September LO40, over a year 
before Pearl Harbor. 

During the last quarter of 1950 it was the policy of the NPA that 
very Industry should share and share alike in any materials available 


I 
1 


after the DO requireme! ts had been met. This policy was estab 
lished to avoid creating a labor situation which could not be absorbed 
In other defense work. Besides, it was the expressed feeling ot top 
NPA officials that. with the thousands of tools in Government reserves 
and double the 1940 units installed in American plants, it would be 
a long time hefore machine tools would he a problem. 

It is significant to note that in early 1951 the machine-tool industry 
used only about two-tenths of 1 percent of the Nation’s steel produe- 
tion, a little over 1 percent of the antifriction bearing production, 
ind even smaller portions of other scarce materials. Giving the in- 
dustry priority assistance at that time would not only have materially 
changed the picture today but would have had little visible effect on 
the Nation’s materials shortages. 
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In October 1950 NPA ap poin ited a Machine Tool Industry Advisory 
Committee and requested it to submit a report on the condition of 
the industry. This committee submitted a formal report on Novem- 
ber 8 and had further meetings —_ officials of the NPA on October 
1), December 13, and December 2 

From the industry's point ot satis the only outcome of these dis- 
CuSSIONS Was the cdlecision on N PA’s part to reinstate Government pool 
orders similar to the plan used during’ World War LI. ‘The pool- 
order plan carried with it the authority to extend DO ratings for ma 
terials. This program is discussed later in this report, but 1t was 
August 1951 before it was made satisfactory to mdustry. 

In an effort to brin 1” about a clearer understandu or of the urgency 
of the situation, industry leaders met with the Director of Defense 
Mobilization on February 22, 1951. In this meeting the industry 
was told that the machine-tool industry was only one of about 7,000 
having trouble. 

The industry also made a report to the eee of the Munitions 
Board. The industry learned that the Munitions Board, too, felt that 
since the Nation had twice the tools in use that it had in 1940. 1t was 
primarily a question of finding sufficient materials to keep the existing 
tools working. 

During this period, however, the Metalworkiny 


a Kquipment )i- 
vision in NPA was ke pt busy rendering emergency assistance to tool 
builders in securing critical materials and scarce components. ‘These 
requests ovrew rapidly as the larger industries received DO orders al d 
became severe ¢ ‘On ipetiti on to the builder for the scarce mate! 
Under the spot assistance plan, if a particular grade or type of 
steel was required, the tool producer could apply to NPA for assistance 


if material was unavailable in the market. NPA would either find 
the material or order it produced by a steel mill. Althoug} this 
pesticas O idan the builder’s problem, the time involved frequently 
ised serious production delays. 
“Taasnes taataniee builders | aera ard of a dozen otherwise finished 


tools on their assembly floors waiting for a Tim t switch. hydraul Ce 
pump, or steel guards, ete. 

It is interesting to note that the Tool Steel Industry Ady isory Con 
mittee, at its first meeting on March 7, asked NPA to issue a specific 
tool-steel order that would provide the necessarv raw materials. par 
ticularly the alloying agents, to meet the needs of the mia hine tool 
builder. 

This request wa made, Committee members said, because of many 
problems peculiar to the production of high-speed and tool steels used 
Ln) machine tools that are not ap yplic able to provisions of ceneral 
steel production and existing NPA orders. Such steels require sub- 
stantial quantities of tungsten and molybdenum as hardening agents. 
The matter was rotated by the Metalworking Equipme t Division to 

‘Tool Steel mection in NPA. and special COl side) iL1On Was extel ded 
in the more urgent cases, 

Again, as late as November 1, 1951. the same Tool Steel Advisory 
Committee recommended to NPA that all carbon tool steels be se} a- 
rated from commercial carbon and alloy steels for allotments undet 
the controlled materials plan. This time the industry was told that 
schedule 1 of CMP Regulation 1 was being revised to place tool steels 
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in a separate product classification. This has now been done. How- 
ever, these two cases are cited to show how sound the machine-tool 
industry had been in appealing for help from NPA months ahead. 

At subsequent meetings of the Machine Tool Industry Advisory 
Committee, industry representatives continued to present their re- 
quirements to NPA, but it was late May 1951 before the industry was 
given special assistance. This is discussed under Special Priority 
Assistance. 





PART Il 
Acrions TAKEN ‘To OvercoME BorrLENECKS 
DISTRIBUTION RESTRICTIONS 


By the end of February 1951 the situation had reached a point where 
it was obvious that steps had to be taken to increase the only ta of 
machine tools. Already the shortage of tools was being seriously felt 
in certain of our pre paredness programs. The gene ral magnitude of 
the growing problem is indicated by the fact that even at “that time 
the indus try had an 18-month bae klog. 

[It was fully realized by NPA that many of these orders were for 
civilian produce tion, that old customers were being favored, and that 
delivery promises for highly essential projects were not being met. 

The Metalworking Equipment Division took corrective action 
through the issuance of NPA Order No. M-41 on February 28, 1951. 
This order regulated the monthly delivery of machine tools. It re- 
quired each manufacturer to schedule 70 percent of his monthly pro- 
duction to the service contractors, with the remaining 30 percent to 
be used first to fill rated orders from other purchasers and then, if any 
balance remained, to fill unrated orders. 

To further insure that the separate services received balanced de 
liveries, the manufacturer was instructed how to divide the 70 percent 
among them each month. 

The regulation also gave NPA the authority to freeze the manu- 
facturers’ production schedules for a 3-month period, to transfer 
orders when desired from one producer to another, and to divert de- 
liveries from one customer to another to avoid serious production 
delays. 

While this regulation resulted in satisfactorily distributing pro- 
duction 70 percent to the military services and 30 percent to others, 
including AEC, NATO, and other foreign shipments, it still left open 
in some plants the opportunity to accept and ship unrated orders 
As time progressed the necessity for the industry to concentrate its 
entire efforts on the production of critical tools took on greater im- 
portance. By October 1951 the unfilled backlogs had increased to 
24 months in spite of the substantial jump in monthly deliveries. 
Therefore, on November 8, 1951, NPA revised order M-41, as amended, 
and also issued another regul: ation M-41A. Both of these are designed 
to channel virtually all the machine tools into direct military- and 
defense-supporting production, including subcontractors. 

Order M-41, as amended, places a freeze on all machine-tool ship- 
ments for unrated orders after February 1, 1952, and does not permit 
acceptance of any new unrated orders during the interim. 

There are certain exceptions to this limitation. The most impor- 
tant of these is the case of a machine-tool manufacturer whose pro- 
duction on rated orders is below 70 percent of his average production 
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during the first 6 months of 1950. It is not felt that very many 
builders will qualify for this exception. 

Regulation M—41A further clamps down on the distribution of tools 
by limiting the use of priority ratings for specific needs. Only com- 
panies operating at a Government-authorized production rate higher 
than they were in the first quarter of 1951 are eligible for priority 
ratings to purchase machine tools. ‘There are also exceptions to this 
order, including one which permits applications from any company 
which needs to replace a worn-out machine tool. 

It is hoped that this restriction will have the e ffect of causing some: 
producers of machine tools, which are not in critical demand at this 
time, to subcontract part of their productive capac ity toward the 
making of those tools which are in most critical demand. 

Everyone realizes that these recent regulations will place a severe 
handic; ap on industries whose output has been reduced because of the 
more urgent needs of the mobilization program. M: inuf: acturers of 
automobiles, for example, will be ineligible to obtain machine tools 
to make model changes, under M-41 and M-41A. 

While auto producers and similar groups will be ee ped by 
these orders, your committee does not helieve the sv will be sev verely 
hurt. Machine tools may still be ae for necessary replacement. 
Present produ ‘tion models can be continued. As soon as needs of 
the mobilization program are met, prompt consideration will be given 
to the relaxation of the orde1 


SCTIEDU LIN( AND FREEZING PRODUCTION 


Phe Metalworking Equipment Division in NPA has been requesting 
md recelviIng order boards from machine tools manufacturers since 
\pril 1951. This authority is vested in section 14 of NPA Order 
M—41. as amended. These order boards show both rated and non 
rated orders, the purchasers’ name, the type of tool and its end use. 
These schedules are submitted rn covering the ensuing 12 


months. Each month the complete board is automatically frozen for 
a 3-month period unless changed bs a directive from NPA. 
From these order boards NPA can determine whether the manufae- 


turer is meeting the delivery adiniides’ is ahead of schedule, or slipping 
behind. It isalso known whether shipments for the month were made 
on the required basis of 70 percent to prime and subcontractors of 
the Department of Defense. with 30 percent: to other rated orders 
ahead of any nonrated orders. 

With these monthly order boards, NPA has the necessary infor- 
mation to divert deliveries to the most essential defense program or 
to another tool builder who urgently needs the tool for an expansion 
of his facilities. 

In addition, these order boards pe rmit NPA to make a constant 
check on the progress each producer is making in reassigning the 
tools on his GSA pool order to other purchasers. This is important 
from two angles. First, in that the Government is obligated to buy 


inv tools on the pool order which the builder does not sell to private 
industry; and secondly, as a check on the necessity of keeping a 
particular pool order at the originally contr: acted volume. 

A most effective scheduling step is presently being developed by 


DPA, NPA, and the Department of Defense. Its objective Is to in 
ure that eritical machine tools are made available to the Many ‘high 
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priority programs on the basis of relative essentiality. To do this 
the Munitions Board has collaborated with DPA in compiling the 
relative essentiality of the major military programs under the juris 
diction of each of the three services 

In order to meet the target dates for these m litary items the sery ices 
are requesting their contractors to compile complete ee on 


the status of the tools needed for each project. Line ‘luded lin this data 
will be the ne ee dates on all tools not vet a ice, that 
have been crdered | each contr: or, as well as the subcontractors 
The services expect to complete this s study - in January 1952 and 
turn it over to NPA work out producti - ‘hedules that will mee 
the target hates 

Your committee feels that this program is to be commended, al 
though it Isa step that shoul | have been taken mol ths earlier. It 1S 


the tvpe of long-range planning which will speed up our military 
production by breaking potential bottlenecks before they become 
bottlenecks 


POOL ORDERS 


Further on in this report a comprehensive story is Oiven on the 
financing and operation of the pool order program from its Incep 
tion. However, it is in portant to mention it briefly at this point be 
cause of its far reaching’ effect in overcoml Yr two of the principal 
stumblingblocks toward getting the industry to increase its output 
through its own facility, expansions, and subcontracting. 

The pool order program initiated the first general priority assist- 
ance ¢ xtended to tool builders by NPA. It came in the form of ordel 
M40, issued on February 28, 1951 (superseded by order M-41, as 
amended, issued November 8, 1951). This order authorized the Gov 
ernment to place pool orders with machine-tool builders. It also pro- 
vided that such orders should carry a DO rating which might be ex 
tended. This placed the industry on a priority status with othe 
essential defense programs. 

The industry hailed this move as a first step toward obtaining pri 
ority relief. A similar priority plan had worked effectively di 
World War IT. 

However, the industry did not anticipate that it wou ld require sev- 

ral weeks to work out the det: ils, to establish the pol cles. to pre epar 
privates agigpciey to make up the ro schedules. Neit} } r did 
they anticipate that the contract would f to incorporate many of 
the proy isions that the industry felt were necessary to meet their cur- 
rent situation. 

It is significant to mention here that during the first 6 months of 
operation only 1S tool builders out of 48 firms which were offered 
poc | contracts were Ww illing to accept them because of contractual pro- 


iring 





visions. ‘The 18 contracts were valued at S50 million. 
But when a new contract incorporating the revised provisions was 
offered by GSA on August 28, 1951, the situation changed decidedly 


In 4 months’ time 61 more « ompanies had ac epted contracts contain 


ha production “A hedutes totalin ne 35,150 more mia hines, valued at 
S806 million. In addit On. a total of : othe contracts are presently 
being processed 01 negotiat «(| ikea Lh volve about Lo O00 more tools 


valued at $246 million. 
Phe Metalworking Equipment Division of NPA is the initiating 
source for the placement of pool orders. The schedules of t\ pes, S1ZeS 
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and delivery dates are worked out between NPA, the services, and the 
builder. NPA then recommends to GSA that a pool contract be ten- 
dered to the builder for his acceptance. 

The machine-tool-pool contract is used for two purposes. The prin- 
cipal purpose for which the tool-pool contract is used today is to guar- 
antee machine-tool builders whose order boards show substantial 
backlogs against loss on work in process in connection with produc- 
tion covered by firm orders from users in the event of sudden termi- 
nation of defense orders or cancellation of a particular program. In 
addition to this guaranty, another principal advantage to the manu- 
facturer is the availability of a 30-percent cash advance for working 
capital. The other purpose for which the machine-tool-pool contract 
is used is to encourage producers to undertake production of machine 
tools in advance of the receipt of firm orders. ‘This type of contract is 
issued on the basis of future planning by NPA and the Munitions 
Board as to specific tools that will be needed later to tool-up a definite 
defense program so that the machine tools will be available when the 
program gets under way. 

The use of the pool orders for both purposes has played an im- 
portant part in stimulating machine-tool producers to double the 
1952 output by expanding their own facilities and subcontracting to 
others. 

DPA RECOMMENDATIONS 


Within a short time after DPA was established early in 1951, its 
attention was focused on the need for increasing the flow of machine 
tools to adequately support the mobilization program. 

In order that the Congress may better evaluate their actions we are 
listing in more or less chronological form the course DPA has traveled 
since March 1951 in attempting to solve the many problems involved. 

After extended informal inter- and intra-agency discussion, the sub- 
ject of machine tools was first considered by the Production Executive 
Committee, DPA, on March 15, 1951. The following basic problems 
were disclosed : 

(a) A growing reluctance on the industry’s part to accept machine- 
tool pool orders without (1) the 30-percent advance payment made 
during World War IT for similar orders and (2) relief from the then 
impending price rollback regulation; and 

(5) Reluctance of the industry to expand under existing Govern- 
ment financing terms. 

At the subsequent committee meetings of April 12, April 24, May 
10, May 24, and June 14 various aspects of the problem were discussed. 
Remedial action was taken looking toward insuring an adequate sup- 
ply of materials, allocating the industry’s output, and expediting pro- 
duction ‘in specific critical cases. The questions of financing and 
pricing were also considered, but no satisfactory solution could be 
reached. 

In late June, partial relief for the pricing situation was provided 
when the Office of Price Stabilization issued a revised regulation. 
This permitted the industry to include such increased costs as overtime, 
multiple-shift operations, and subcontracting activities. Left unre- 
solved however was the question of a price-basing period that was 
satisfactory to the industry. This is discussed under price regula- 
tions and adjustments. 
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Late in May, the Director of ODM, realizing the critical bottle neck 
developing design: ated a member of his staff to investigate the machine- 
tool situation and work in close liaison with the Production Executive 
Committee of DPA 

On June 28, 1951, at a combined meeting of the Production Execu- 
tive Committee and the DPA Aircraft Production Board, the group 
felt it imperative that the following actions be taken at the earliest 
practical date : 

(a) Establish a pricing formula, including the designation of an 
appropriate price-basing period, sufficient to provide a production 
incentive ; 

(6) Revise the present policy on advance payments; 

(c) Establish an adequate fund for pool orders when the final 
amount required therefor has been determined; and 

(d) Establish firm requirements, both military and civilian, for at 
least the next 18 months. 

On July 9, 1951, the Director, ODM, issued ODM Document No. 7 
to all interested Government agencies including the Department of 
Defense and the Atomic Energy Commission on metalworking tools. 
This directive set forth a positive program for dealing with the 
situation. 

Under ODM Document 7, periodic progress reports on the situa- 
tion were issued by DPA. No such report has been issued by DPA 
since September, as responsibility for the program has been vested 
in the Chairman, Production Executive Committee, who is a Deputy 
Administrator, DPA. For certain special-purpose tools required for 
aircraft production, this responsibility is shared with the Chairman, 
Aircraft Production Board, who is also a Deputy Administrator, 
Dra | 

Concurrently with the action of the Production Executive Com- 
mittee, the Oflice of Program and Requirements, DPA, prepared an 
extended staff study of machine tools which was compiled June 14, 
1951, under the title “Machine Tool Survey.” While primarily in- 
tended as an examination to discover a basis for computing require- 
ments and establishing an over-all program for machine tools, the 
study showed conclusions similar to those arrived at by the Production 
Executive Committee and suggested certain remedial measures par- 
alleling those adopted by the Committee. 

Since the meeting of June 28, 1951, machine tools have been a con- 
tinuing concern of the P roduction Executive Committee and the par- 
ticipating agencies. Under the over-all guidance of the Committee, 
“t comprehensive program, designed to alleviate the situation with 
maximum speed and minimum disturbance to the many conflicting 
interests involved, has been vigorously pursued along the followi Go 
lines: 

(a) Encouragement of subcontracting by the machine-tool indu 
try. This program comprehends the subcontracting of items ranging 
from complete machine tools, down through subassemblies, to indi 
vidual components so that over-all wi «duction may be substant tially 
increased, Ultimately, it is estimated that abe ut 35 perce of all 
prime contracts to the industry can be accomplished on a subcontract 
basis. 

(6) Allied with subcontracting is the utilization of many produc- 
tion facilities, such as those of the food packaging machinery indus- 
try, similar to those of the machine-tool industry 


“ 
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(c) Allocation of all shipments of new machine tools. en 
(d) The establishment of military production preference lists to be du 
used as a guide in determining the allocation of new machine tools. a 
(e) The maximum utilization of the machine tools in the military ea 
reserves. its 
(7) The coordination of the scheduled delivery of specific machine in 
tools with the production requirements of selected major military pe 
programs. i 
(yg) The utilization of normal standby foundry and machining b 
facilities in military establishments such as shipyards and arsenals t 
for producing parts and components for machine tools. 7 
(A) Establishing a procedure for utilizing Government-owned or v 
sponsored machine tools now in the possession ot nonprofit educa- 3 
tional institutions. o 
(7) Insuring the availability of materials adequate to support the 
machine-tool industry. 1 
(j) Expediting the delivery of individual machine tools critical for i 
the accomplishment of specific military production. J 
(:}) Expeditious handling of all applications for accelerated tax 
amortization and loans involving the machine-tool industry. | 
Indicative of the results obtained to date is the fact that deliveries : 


of new machine tools, which averaged about 845 million a month for 
the 6 months ending June 50, 1951, inereased to 856 million in Sep- 
tember and to $65.2 million in October. The present target consists 
of deliveries of 8115 million a month by July 1, 1952. 

Your committee finds that DPA has assembled some of the best 
people obtainable in the field who are, among other things (1) screen- 
ing the machine-tool orders to squeeze out unessential frills in design ; 
(2) assisting the tool builder in spreading the area of subcontracting 
to increase output; and (3) arranging schedules in order to satisfy 
requirements most efliciently to increase the manufacture of machine 
tools W herever possible. 


ODM DIRECTIVI 


The real action came on July 9 when the following directive was 
issued by the Director of Defense Mobilization. It directed that im- 
mediate steps be taken to enable metalworking tool builders to devote 
their entire energies to production, to provide them with venuine in- 
centives for all-out production, and to channel their production to 
meet defense requirements for ourselves and our allies. 


OFFICE OF DEFENSE MOBILIZATION, 
July 9, 1951 

To: Economic Stabilization Agency 
| Services Adiinistration 

Defense Production Administration—National Production Authority. 

Department of Defense, Army, Navy, Air Secretaries, and Munitions Board 

Atomic Energy Commission 
Re Metalworking Tools (MWT) Machine Tools by Definition of CPR 30. 

1. With the progress of the defense effort we can see the road ahead more 
clearly. Great advances have been made in the design of new weapons and in 
methods of fabrication. Our production capacity, in its relation to the mobiliza- 
tion program, has been reviewed in the light of these developments. It is now 
evident the supply of metalworking tools, which are basie to achieving our 
production goals, is inadequate. Military, MDAP, basic industrial expansion, 
and defense-supporting programs will be further delayed, therefore, immediate 
steps should be taken to enable metalworking tool builders to devote their entire 
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energies to production, to provide them with genuine incentives for all-out pro- 
duction, and to channel their production best to meet defense requirements for 
ourselves and our allies 

2. Exact requirements for metalworking tools are not available and probably 


cannot be categorically established Nevertheless he nature of the problen 
its general magnitude, and its underlying importance are sufficiently eur to 
indicate the necessity for prompt and vigo Requirements fo l 
tary production, after careful screening, in substantially in excess 
of supply. The Munitions Board advises ible in excess of $4 
000,000,000 for production equipment, of \ S?.900,000,000 are esti ed t 





be required for metalworking tools by the end of fiscal 152 Phe metalworking 
tool industry is currently operating at an annual rate of S675,000,000 Phe cost 


of the delays waiting for machine tools will far exceed the cost of the tools 

38. In addition to the reports and information furnished by NPA, special sur- 
veys have been made by DPA, and the Bureau of the Budget on the metalworking 
tool industry. The Production Lxecutive Committee of DPA has conducted a 
combined meeting of interested parties consid I fa d d by thes 
reports 

t, Adjustments in OPS price rulings are necessary in ord { ssure maximum 
production, The industry since World War IL has been in the class of a depressed 
industry Which was contrary to the situation at the beginning of World War II, 
When the metalworking t ndustry was rolling at high speed at good prices 
on Jarge French and British orders At tl beginning of r present defense 
effort. thr metalworking too mndustr i“ Wu ul ‘ eVe { } ‘ S 
It had been renegotiated. It found itself h overcapacity for peacetime, meet 
ing the competition of a large volume of the tools produced during the war 
which had been declared surplus 

5. Metalworking tool production must be increa Che necessary measures 


are 
(a) The Office of Price Stabilization shall modify price controls on new metal- 
working tools to give metalworking tool builders the sti s to eX] their 
production for essential needs 
) The DPA shall initiate steps with NPA, GSA, the Department of Defense, 
and the Bureau of the Budget within their authority t 


(1) Increase the amount available for pool orders t e extent necessary 
to meet the me s of the defense program r me work 

2 Issue pool orders w re necess t I rt nd e 
extensive subcontrac g 

(3) Make ad nee pa ents not to ex d 307 ‘ | | 


ther bulk or ageregate I fo u Li <1 s b Grove t 
i encies 
ic) NPA shall 
1) Provide necessary ssistance to meta D ers b 
tain facilities, nate! is, and components to increase | od or s required 
~) Encourage meta orking too ubeont1 tin with 1 ar e1 
phasis on using areas where a shift from civi in to detense produet S 
used some dislocation, such as the consumer d ble good | a tion 


centers 


(3) Analy fe order boards for metalwork Yr Too! | aers sure ais 
tribution of tools in accordance with the most urgent needs of the defense 
program, essential civilian requirements an » further limit nonessential 
deliveries 

(4) kin mrace the utLIzation ¢ f Us | at dl { ) to in t 1 3 cl Mie! d 


on new tools. 
(d@) Every effort will be made rs 0 
metalworking tools by the appropriate agencies under policies appre ved by ODM 
(e) The Department of Defense shall 


(1) Continuously review military produectior rograms in relat to 
needs for metalworking tools and keep NPA informed of estimates un 
usual requirements 

(2) Utilize metalworking tools in service reserves to relieve the demand 
for new tools, and make reviews of the use of such reserves 5 1 vy be 
pres ribed. 

(3) Encourage prime and subcontractors to utilize second-hand tools and 


idle tool capacity wherever prac tical. 
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(4) Provide NPA with information indicating relative urgency of projects 
requiring metalworking tools. 
6. The first monthly report showing the progress on accomplishing the above 
objectives shall be furnished this office on July 20, 
CHARLES E. WILSON. 


Ina letter dated July 20, 1951, the Chairman of the Munitions Board 
outlined the actions already taken to implement this directive. 

JuLy 20, 1951 
Hon. CHARLES E. WILSON, 
Director, Office of Defense Mobilization. 

DEAR Mr. WiLson: This in reply to your letter of July 9, 1951, regarding the 
situation of the machine-tool industry and your instructions as to what actions 
will be taken to solve this condition. 

In paragraph (e) of your letter you have assigned certain responsibilities to 
the Department of Defense for carrying out this program. The following is a 
summary of actions that have been taken by this office to accomplish the results 
which you desire: 

(ec) The Department of Defense shall 

“(1) Continuously review military production programs in relation to 
needs for metalworking tools and keep NPA informed of estimates of un- 
usual requirements.” 

A directive has been prepared for issuance to the military departments for ob- 
taining the types and quantities of machine tools and metal-forming equipment 
which they will procure from funds that are requested in fiscal year 1952 budget 
and from prior appropriations. To obtain the most factual data, it will be 
necessary that the Departments obtain information from their contractors re- 
gurding machine toois and metal-forming equipment they will procure with 
Department of Defense funds. As soon as the Bureau of the Budget has given 
approval under the Federal Report Act of 1942 for requesting such information, 
this directive will be forwarded to the Departments. The deadline for obtaining 
this information has been established as September 30, 1951. On receipt of this 
nformation it will be consolidated and forwarded to the National Production 
Authority for its guidance in placing a pool order and for expansion of produc- 

on of the machine-tool industry in those categories which need such action. 
In the meantime, we will inform National Production Authority, immediately, of 
| requirements which may develop. 

“(2) Utilize metalworking tools in service reserves to relieve the demand 
for new tools, and make reviews of the use of such reserves as may be pre- 
scribed.” 

On June 14, 1951, the Munitions Board approved a policy directing maximum 
ntilization of the departmental industrial equipment reserves. To establish a 
more rapid utilization of this reserve, the Board has further approved the es- 
tablishment of a central inventory of the items in the reserves. This will allow 
greater efficiency in sereening by the three Departments of those items which 
are available for current production and held in the reserve. 

“(3) Encourage prime and subcontractors to utilize second-hand tools and 
idle tool capacity wherever practical.” 

Each of the military departments has been directed to encourage subcontract: 
ing by its prime and subcontractors to obtain maximum utilization of idle capac- 
ity and to assist in meeting production schedules. They have also been advised 
that second-hand equipment in machinery dealers’ inventories should be used to 
the greatest extent possible, 

“(4) Provide NPA with information indicating relative urgency of 
projects requiring metalworking tools.” 

A procedure for establishing the relative military urgency of major hard-goods 
items is being developed by the Department of Defense. This system will, in 
turn, make possible the arranging of machine-tool deliveries in such a way as to 
insure preference for the most urgent military items, The system will provide 
for periodic review as programs change. The urgency procedure is tentatively 
scheduled for operation September 1, 1951. 

It is believed that the actions described above will comply with your instrue- 
tions as they pertain to the Department of Defense. We intend to follow this 
matter closely to do all we can to improve the machine-tool situation. 

Sincerely yours, 


ny unusu 





J.D. SMA, Chairman, 














DEFENSE PRODUCTION ACI 37 


Prompt action was taken by the Government agencies affected by 
the directive. This is clearly indicated by the following excerpts 
from letters advising’ the Director of Defense Mobilization of the 
progress made. 

The Economie Stabilization Agency advised in part on July 15, 
1951: 


I wish to report that the Office of Price Stabilization has prepared General 
Overriding Regulation 15—Adjustment of Ceiling Prices of Machine Tools, in 
conformity with that part of your directive addressed to Economic Stabilization 
Agency. This regulation will be filed with the Federal Register on July 16 
In substance the regulation provides that any producer of machine tools or 
attachments may, if he chooses, make an adjustment of his ceiling prices based 
upon estimations of future operations which will return to him 80 percent of 
his average rate of return on total business assets for the years 1938-48, inclu- 
sive. Machine-tool producers without experience during any of these 11 years 
may use the industry average rate of return of 21 percent. 

The regulation further provides that any producer of machine tools or attach- 
ments may make an adjustment on any specific product or products which will 
return total cost with a margin thereon of 5.5 percent. This product adjustment 
also is figured on the basis of estimates. 


The United States Atomic Energy Commission replied in part, on 
August 3, 1951: 


The Atomic Energy Commission is pleased to cooperate with your office in 
achieving the desired objectives. AEC’s operating policies and procedures now 
in effect encourage maximum use of available Government-owned machine tools 
prior to procurement of such tools from commercial sources; subcontracting 
fabrication work to available commercial shop and plant facilities, where prac 
ticable; and the transfer to other Government agencies, particularly the Depart- 
ment of Defense, of any machine tools which may be excess » AEC’s 
requirements. 


Ihe Defense Production Administration replied in part one. ulv 
20, 1951 : 


The National Production Authority has requested the Defense Production 
Administration to certify an additional $200 million for use in placing 
orders for machine tools. This increase, which will be certified Monday, will 
make a total of $340 million available from fiscal year 1951 funds for this 
purpose. 

The General Services Administration is today notifying the machine-too 
manufacturers who have contracts for pool-order equipment or those who are 
considering pool-order contracts, that where private financing is not available, 
a 30-percent advance payment carrying interest at the rate of 4 percent will be 
made at the manufacturer’s request. Such payment will be subject to reason- 
able conditions designed to protect the interest of the Government. 

It is understood that the National Production Authority has made substantial 
progress in preparing recommendations to the General Services Administration 
for further pool orders when the additional $200 million now being certified by 
the DPA is actually made available. 


nz Noo 


The National Production Authority replied in part on July 20, 
Lg0a: 


A section has been organized in the Metalworking Equipment Division to 
assemble information on used and available tools. We are developing an NPA 
order on used tools calling for an inventory of used tools in the hands of dealers 
and providing for distribution to meet urgent defense programs. This order is 
patterned after the one in effect during World War IT on this subject. 


The National Production Authority wrote in part again on August 
20, 1951: 


Allocations of material for the fourth quarter, as submitted by metalworking 
tool builders on CMP 4-B applications, were prepared before there had been a 
satisfactory resolution of the problems of machine-tool pricing. Therefore, they 


} 


had been prepared on a basis which was lower than would have been expected 
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had the price situation been resolved. Accordingly, their applications are being 
processed for the fourth quarter on the basis of 125 percent of their requests, 
With particular emphasis being given to producers of those tools which are in 
most urgent demand. 

We continue to encourage machine-tool builders to subcontract. Industry 
members of the Office of Price Stabilization’s Machine Tool Industry Committee 
have assured us that the new pricing regulations will act as a real stimulus to 
increase subcontracting. 

A meeting with the automotive industry advisory committee was devoted in 
substantial part to discussion of making available tool room capacities in the 
automobile producers’ plants, as well as capacities in the plants of their parts 
suppliers, for the production of either complete machine tools, subassemblies, or 
components. Mr. Reuther has offered the cooperation of the UAW-CIO in 
assisting in this effort. Negotiations have been entered into with General Motors 
Corp., Fisher Body, to subcontract Bullard Machines and a pool order is presently 
under negotiation in this connection The Aircraft Production Board of DPA, 
the Metalworking Equipment Division and the Motor Vehicle Division of NPA 
have been eollaborating closely. 

New pool order lists have been submitted to machine-tool builders, totaling to 
date, approximately S660 million. As promptly as these are returned by the 
machine-tool builders with their prices, the recommended pool orders will be 
forwarded to General Services Administration for issuance. There is a_ re- 
luctance on the part of manufacturers to accept pool orders and the reasons given 
ire the 4-percent interest on the 30-percent advance and the requirement that 
the company receiving the advance has been unable to obtain financing elsewhere. 
We are currently negotiating with General Services Administration on these two 
tems and other provisions of the contract Delay in reaching a satisfactory 
solution to this problem will impede the pool order program 

Under the program for making maximum utilization of used and available 


tools, the Federal Security Agency issued on August 2, 1951, a policy and pro- 
edure for releasing machine tools held by colleges and State institutions, <A 


section has been established in the Metalworking Equipment Division of NPA 
with the function of obtaining the considerable number of tools available from 


is source for the benetit of the mobilization program 


The National Production Authority reported in part on September 


*/i) LOD 1: 


The Machine Tool Industry Advisory Committee met on September 6. They 
reported that “the remaining major obstacle to increased production of machine 
ools is the difficulty in obtaining materials, principally alloy steel Due to 
relatively small-lot purchases, the machine-tool industry usually buys from 
warehouses. Warehouses do not have adequate stocks to meet all requirements 


and the machine-tool builders do not have any preferred position, Eventually, 
the controlled materials plan may correct the situation but not in the period of 
eritical machine-tool demand. The committee recommended special action for 
relief in materials supply. The members indicated satisfaction with pri e relief 
ind the new pool order program.” 

The pool order lists submitted to machine-tool builders for comment and 
pricing are receiving a more favorable response due to the new price regulations 
(OPS order effective August 27) and to the better contract terms arranged by 


the GSA. The pool order contracts executed now total $118 million of which 
SoS million are under the revised contract. In addition, new recommendations 
totaling $546 million have been sent to GSA for processing 


In conformit with a decision made by NPA, about 50 machine tools were 
diverted to machine-tool builders. These and other diversions which will be 
requested should help alleviate production bottlenecks in machine-tool plants 
and stimulate production of machine tools 

The reduction in quantities of materials available for nondefense industries 
should open up capacities suitable for subcontracting machine tools. Quite a 
number of the facilities that are available for subcontrac ting do not have com 
plete complements of production equipment such as drills, planers, boring ma- 
chines, ete., to permit them to produce complete machines. These shops ob- 
viously can produce only components and parts, and for the machine-tool indus- 
try to utilize them to any great extent requires manpower to follow up, super- 
vise, and inspect the work that might be done. Progress is being made in 
locating and utilizing such facilities, 
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On October 20. the National Production Authority reported in 
part: 


Facilities, primarily installation of additional machine tools, are progressing 
satisfactorily Diversions of early machine-tool deliveries are being made to 


meet machine-tool builders’ requirements. Similarly, through industry divisions 
of NPA, deliveries of Components are being expedited to machine-t ol builders 
With respect to subcontracting the report stated: 


This is being done with contacts made with textile-machinery builders, printing 


press machinery, paper-mill and packaging-machinery manufacturers. We have 
had meetings with representatives of the advisory committees of the above in- 
dustries We have circulated lists of the various manufacturers in the above 
industries to encourage machine-tool manufacturers to make contacts on subecon 


tracting. 
At the request of the Munitions Board. the Metalworking Equipment Division, 
NPA, is making a detailed analvsis of all firm-rated orders on the books of the 


machine-tool industry whereby distribution quotas to service ima can b 
refined to assure a more balanced supply of tools and further to detect situations 
where the demand is disproportionate among the several qualified producers 

Orders are under preparation to control the distribution of used and imported 
machine tools. This program will be assisted by the recently promulgated OPS 
price ceilings on used and rebuilt tools. Surveys indicate large numbers of ur 
gently required tools in the hands of educational institutions At the present 
time administrative technicalities are preventing the ile or disposa by schools 
of these teols NPA is discussing with the FSA measures to facilitate release of 
these idle tools to defense proaucers 

( LL.IN PRICK REGUI i S 


On May 4. 1951, Ceiling Price Regulation 50, “Machinery and Re 


lated Manutaet red Good 7 Wis Issued. 1 ( pplied ton wehit tools 
and other manufactured products It established the ceiling price at 
the | iohest price in effect during the period April hroug eyurnie 
24. LOO. Oo mhv prey its vlendat quarter from uly ie 1949, t] roug! 
June 24, 10, plu ert labor mic mate } f erenses fro thy 
endof the part lar base period selected | manufactul All 
direct labo d material eost creases and } n indirect labor and 
material cost iInerenases were illowed. Labor cost Increases were lim 
ited to March Ls deol. Some materials cost creases were allowed te 


March 15,1951, and others only to December 31. 1950. 


At V increases }1 admit istrative overhead or omel ral operating costs 


were prohibited. For example, among others, the following increases 
In cost were not included: (1) Dupheation of jigs, fixtures, and pat 
terns In order to increase output: (2) multiple ft operations; (3) 
overtime premiums : t) shift premiums: (5) training new help: (6 
higher costs resulting from subcontracting: (7 nereased clerical 


help. except as included in factory labor. 


While this regulation failed to Zo fa enough, if was certa niv 1? 
the right direction because the December 19, 1950, through January 
25, 1951. prices (GCPR base period) did not reflect historical cost 
price relationships in the machine-tool industry. This is further 
shown by the fact that between June 25. 1950. and January 25. 195! 


some machine-tool manufacturers raised their prices from 10 to 42 
. | ] r ] i } 
percent. Accordingly, the continued use of any ce ling prices oDused 


on the December January pel iod would have rewarded those machine- 
tool manufacturers who made price increases far in excess of thei 
needs, while it would have penalized those Miah ifacturers who were 
delivering against old quotations or attempting to hold their price 
Increases tO a niinimum 
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By this time, it had become crystal clear that the machine-tool in 
dustry would be required to do a large amount of subcontracting and 
use a great amount of overtime and shift premium in order to expand 
its production sufliciently to meet the needs of the defense prograin. 
The industry, through its Industry Advisory Committee, advised 
OPS that it was not in a position to absorb the increased costs which 
would result from these practices. 

Accordingly, Supplementary Regulation 2 to Ceiling Price Regula- 
tion 30 was issued on June 27, 1951. This supplement: ry regulation 
permitted the industry to recover increased costs resulting from over- 
time, shift-premium hours, and increased subcontracting. It was con- 
ceded by the industry that this amendment provided a measure of 
relief ; however, it was far from adequate to provide the necessary pro 
duction incentive. 

On June 30, 1951, the Congress, in extending the Defense Produc- 
tion Act of 1950 until July 31, 1951, banned roll-backs, and this legis- 
lative action indicated an intent that the status quo on June 30, 1951, 
be preserved. To meet this situation, General Overriding Regulation 
13 was issued freezing ceiling-price provisions in effect on June 30, 
1951, until further notice. Prior to this action, the machine-tool in- 
dustry could price either under the General Ceiling Price Regulation 
or Ceiling Price Regulation 30 and Supplementary Regulation 2 
thereunder. 

The directive issued by the Office of Defense Mobilization on July 
9, 1951, directed the Economie Stabilization Agency to increase price 
ceilings for manufacturers of machine tools to the extent necessary 
to give them stimulus to expand their production for essential needs. 

With the June 30 suspension of Ceiling Price Regulation No. 30 and 
Supplementary Regulation No. 2, individual tool manufacturers felt 
that they did not have a suflicient profit incentive to incur the risks of 
an expansion program. Besides some expressed doubt as to their 
profit margins on normal production until the higher output was 
reached. 

The first step toward meeting these obstacles was the issuance of 
General Overriding Regulation 15 on July 16,1951. This permits tool 
manufacturers to adjust ceiling prices on an over-all production basis 
or for a particular tool or attachment, without regard to other OPS 
regulations. The over-all adjustment is allowed if the manufacturer 
‘an show that present ceiling prices cause, or threaten to cause, a profit 
return, before income and excess-profits taxes, that is, less than 80 
percent of average rate of return for years 1938 through 1948. 

The regulation also allows an adjustment on ceilings fora particular 
tool, or when the ceiling price is less than 105.5 percent of total unit 
costs for that tool thus assuring the builder a minimum 5.5 percent 
profit on every single tool. 

It must be emph: sized, however, that the use of GOR 15 is optional 
and that there is no requirement that any machine- tool manufacturer 
determine his ceiling prices in accordance with its provisions. In fact, 
during the discussions with the Machine Tool Industry Advisory Com- 
mittee prior to its issuance, some of the members stated that their cur- 
rent ceiling prices were higher than they would receive under GOR 15. 
The experience to date would seem to be ar this out. Onlv about 30 
applications have been received by OPS with 25 of these dealing witha 
particular too] in the manufacturer’s line. 
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The next action taken by the Office of Price Stabilization in the im- 
plementation of the Wilson directive was received with open arms 
by the tool industry. This was a revision of Supplementary Regula 
tion No. 2 to CPR 30, issued on August 21, 1951. 

This regulation was tailored particularly to cure the machine-tool 
problem. In brief, this revised regulation pe — d the machine-tool 
manufacturers to increase their base-period price by 12 percent before 
making further adjustments for increased cost of labor and material. 
oe 12-percent adjustment was granted on the premise that an inves- 

gation indicated that the cost-price relationship in the machine-too] 
instry was not the normal relationship during the base period stipu- 
lated in CPR-30, This supplementary regulation further permitted 
the machine-tool manufacturers to adjust their ceiling prices for in- 
creased cost resulting from increased overtime, shift premium hours, 
and increased subcontracting, and provided that the material- and 
labor-cost adjustments may be computed on the basis of a September 9, 
1951, date rather than the dates provided in CPR-30. 

Under date of November 9, 1951, OPS issued revisions of CPR-30 
and SR-4 in conformance with the provisions of the so-called Cape- 
hart amendment of the Defense Production Act of 1951, as amended. 
While these revised regulations provide for all increases in costs 
of labor and material, including administrative overhead prior to 
July 26, 1951, it is not expected that many machine-tool manufactur- 

ers will wish to revise their prices under these regulations, but rather 
will elect to maintain the ceilings established under Sup yplementary 
Regulation No. 2 (revised) to CPR-30. Under the latter the builder 
has the advantage of a 12 percent increase in the base period price, all 
increases in material and labor costs between July 26 and September 
9, 1951, as well as all increases in costs subsequent to July 26 resulting 
from overtime, shift premium hours, and subcontracting. Moreover, 
it is believed that many builders might find that a decrease in unit ove1 
head as a result of substantially higher volume would necessitate low- 
ering the ceiling price under the Capehart amendment. 

There are still some maremMal clistress Cases 1! the hew machine tool 
pricing set-up. This comes about by the Interpretation of what is 
and What is nota machine tool, Some machine tool producers build 
two kinds ot equipme iit in the sale shop, with the Same men, tools, 
anc accoun ting system : one kind ot equipment being classified as a 
machine tool, the other not. This narrow interpretation is not agree 
able with the machine-tool builder 

The optical comparator built by one company is a case in point. 
Because this machine is built under the same conditions as their ma- 
chine tools, it is impractical to make the separate computations re 
quired by the two different price regulations. 

Some indication of the machine-tool industry's general feeling to- 
ward the present ceiling prices can be gained from the speech made 
before the fiftieth annual meeting of pe National Machine Tool 
Builders Association at Hot Springs, Va 1 November 8, 1951, by Mr. 
M. A. Hollengreen, president of the pad, ‘Tool Co, Mr. Hollen 


green commented as follows: 


In the field of price control we have a regulation which, though complex, and 
which undoubtedly has cost you a great many man-hours in computing the per- 
missible increases in your base-period prices, does seem to give us a price ceiling 

1 


under which we can operate in a satisfactory way and which makes subeon- 


tracting possible 











42 DEFENSE PRODUCTION ACT 

While the regulations now in effect are a far cry from the simple recommen- 
dations which your Industry Advisory Committee made to the OPS, a great 
deal of credit should go to those machine-tool executives who met with the 


officials of the OPS week after week for a pericd of something like 6 months 
in a resolute endeavor to work out something that could be successfully applied 
in the machine-tool industry. 


SPECIAL PRIORITY ASSISTANCI 


In a time of national mobilization, it is generally impossible to 
tool up production on a wide number of defense contracts at the same 
time. For this reason it is important that every effort be lent toward 
getting the most vital ones going first. To do this systematically, a 
rood priority or urgency rating system is usually necessary. 

There were three kinds of priority assistance that beeame a “must” 
in early 1951 to speed up the delivery of tools. One was needed 
direct. the particular tool to the defense plant of highest urgency ; 
another was needed to see that the tool builder obtained the tools 
necessary to expand his own facilities. The third priority was nec- 
essary to obtain the eritical materials with which to build the tools. 
NPA has taken definite action to meet these situations 

To meet the first problem, the NPA acted on June 21, 1951, to 
vdvance the delivery of tools to defense contractors when top-rated 
programs were being endangered 


To be eligible for such assistance the contractor must (1) be engaged 


in direct military or defense-supporting production, (2) have purchase 


orders for machine tools on file with a specific supplier, and (3) have 
no idle capacity or equivalent production equipment 

After investigating the validity of th request, the Metalworking 
Equipment Division, NPA, issues a directive te ya machine-tool builder 
to give priority to that ) articular defense plant. 

To solve the second problem, NPA decided on August 13, 1951, 
that the scarcity of tools should not be | ermitted to curtail the needed 
expansion in the machine-tool industry itself 

When i specie tool Is urgently needed, NPA reviews the Various 
order boards and diverts the tool from the intended customer to the 
tool builder who needs it for an expansion of his facilities. 

Thus machine-tool builders are now being given first call on the 
output of their own industry. Previously builders had to obtain 
DO priority ratings, which then were filled in the order in which the 
DO-rated orders were received by the tool producer. 

In announcing this new policy, the Administrator of the National 
Production Authority said: 

Vigorous action must be taken by the Government and by industry itself if 
machine-tool output is not to become the limiting factor in the whole defense 
expansion program. We in NPA will do everything within our power to assist 
the machine-tool industry in its efforts to expand the capacity of their own plants. 

In regard to priority assistance for oer NPA issued a special 
eer order, regulation M-61 on May 14, 1951, which gave machine- 
tool builders the right to use a special rating, DO-75, to obtain ma- 
terials during the third quarter only. ‘they were permitted also 
1 Obtain 140 percent of their first quarter of 1951 use of steel and 
similar high percentages of copper and aluminum for their third- 
quarter production needs. This greatly helped the tool industry in 
the procurement of materials before the CMP plan became fully 


eilective. 
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Further assistance was extended to the tool industry in the fourth 
quarter when NPA increased the material allotments by 25 percent 
over What the industry received in the third quarter. 

The tool industry has repeatedly requested a superpriority from 
NPA. Their claim has been that because of competition from other 
higher ranking priorities, tool builders were unable to obtain their 
allotment of needed materials and components. ‘The industry con- 
tended that DO ratings rank third in priority status and therefore 
afforded only limited chances of vetting allotments filled on schedule 

In view of this situation NPA finally decided that the industry 
would have to be VYivellh a more preterent ul rat ne if its prod itive 
capacity was to be rapidly increased. Therefore, effective December 
11, 1951, the tool producers were granted a top priority status and 
assigned anew progral svmb lL hw, Chis syibol has the ame 
urgency status as the present top flioht defense and atom chergy 
programs using A, B,C. and E symbols. The new Z-2 symbol also 
applies to all related products such as metalworking machinery, 


¢ 


presses, los, fixtures, dies, pages, pre ( measuring toots, attach 
ments, and accessories. 

These new procedures authorize the machine-tool builder to substi 
tute the svmbol Z—2 on all new and existh vo orders for steel, copper, 
and aluminum, as well as on purchase orders for component parts 
such as motors, bearings. cast ings, etc. 

A steel mill or other suppher of ( ontrolled materials or componel ts. 
On} receipt ot an authorized order bearing the symbol Zz “4. 1S res uired 
to give it the same priority as is now given the A to E coded orders 
“unless his order books for a particular product are filled for that 
product fora particular month.” 

The hew program svinbol dloes not erant any author ty toa manu 
facturer to exceed his authorized controlled materials illotm U. The 
new symbol is simply intended to assist the machine-tool industry, 
rreater than its 


{ 


which is expanding Its pre duction by 400 percent 
pre Korea base. 
In announcing the new actions, Mr. Swan Bergstrom. Director of 


NPA’s Metalworking Machinery Division, said: 


Che machine-tool industry has experienced cor erable diffi tv in placing 
orders for controlled materials and components pat irly because production 
s being expanded rapidly and builders are placing more orders ay irger ones 
Without a historical pattern of business with the supplier, son builders are 
tinding it very difficult to get their fully authorized material needs 

foday’s amendments will enable machine-tool builders to obtain the same 
preferential status as direct military orders Chis action gives full recognition 


to the fact that the machine-tool program is the key factor in the entire defense 
expansion effort. 


CONTROLLED MATERIAL ALLOTMENTS 


The Division allotment of materials for a given quarter are deter- 
mined by the Program Requirements Committee of the DPA tll d are 
based on the quarterly material requirements presented by the 
industry. 

Because of the July 9, 1951, directive from the Director of the 
Oflice of Defense Mobilization, machine tools are being oiven prefer- 
ential allocations of material each quarter so that the industry will 
be able to expand production double the current rate in 1952. This 
expansion will be reflected in the requirements presented by Various 
manufacturers in the industry for the coming quarters. 


ANE 44 j 
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For the first quarter of 1952 the CMP requirements have been 
processed at practically the screened requirement level in all ma- 
terials except in nonmilitary alloy steel and aluminum. The nonmili- 
tary requirements for alloy steel and aluminum were processed at 
SO percent of screened requirements. 

The following allocations of controlled materials by particular 
forms were made to the machine-tool industry for the first quarter of 
19d2: 


Machine tools 


Requested 


Tons Tons 
Carbon steel (including wrought iron | 51, 452 49, 232 
Bar (including bar shapes 9, 843 | 9, 418 
Sheet, strip (uncoated and coated) | 23, 130 | 2, 610 
Structural shapes (heavy), piling 1, 228 | 1,175 
Plate 12, 523 | 1], Y83 
Pipe, tubing SSO S42 
Wire, wire products (nails, bale ties, et« 213 204 
Other mill forms and product | 453 434 
Castings (do not include cast or malleable iron | 2 681 2, 566 
Alloy steel (except stainless 20, 522 | 19, 500 
Bar (inc ling bar shapes 16, Y8Y 16, 192 
snee rit S39 SOO 
Plate 20 248 
Pipe, tubi 140 133 
W ire su 37 
Other mill forms and products 1, 069 1, 591 
Castings Ri 9 
| = 
‘ nds Pounds 
steel 16Y, 699 L161, S86 
i 2, 333 21, 304 
40, 923 134, 430 
6. 4438 t 2 
« ( p | 1 441,045 M) Ss 
B ud I Kce} 1, & 16, 22 
. Ip. } Lf 1 
} tubir O45, 842 | 101. 187 
Ayo Gi \ 
Ba od ape wi 07, 454 185. 138 
} 47, 553 15, 462 
; tu 132. 01 1% 
wire lly Copp wir ble 1 hduction 
‘ t pper ) ist ( 64 
( r 1 copper-t ndry produ i powder: Cast S 
t A 1 746, St , a é t 2 
A I 71, 2 ] ? 879 
I ed bar, rod, wire, structural IpPes 2. 667 R4, 922 
Extruded bar, rod, shapes, tubing 93, 091 85, SSI 
Sheet, strip, plate, foil 58, 663 53. 804 
Powder (atomized or flake, including paste 9, 192 8, 431 
I ngot, granular or shot 1, 417, 650 1, 300, 341 


‘The industry has been experiencing difficuty in placement of its 
authorized allotments with warehouses and mills, particularly for 
plate, which is in very short supply. However, NPA is familiar with 
this problem and is taking steps to improve the situation. The Iron 
and Steel Division has, in some instances, issued directives to cure 
important bottlenecks, and proposes to do so in the future. 

In the first quarter of 1952 steel warehouse distributors are sched 
uled to receive a minimum of 100 percent of base period instead of the 
“5 percent heretofore, This should result in an increased flow of steel 
products through warehouses to serve the machine tool industry. 
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ACCELERATED TAX AMORTIZATION 


One of the strongest instrume nts Congress hi as provi le d Lo encourage 
the expansion of our industrial capacity, is the accelerated tax-amorti- 
zation authority in section 124—A of the Internal Revenue Code. 

The far-reaching effect of this authority in accomplishing the objec- 
tives of the Defense P roduction Act was recognized as early — ‘tober 
1950 when regulations were issued by the ‘hairman of the National 
Security Resources Board and ap proved | yy the President. Later, 
when DPA was established, the administrative re spemeshisity for proc- 
essing the certificates of necessity was transferred to this agency. 

Accelerated amortization Operates to encourage e xpansion by 20 
mitting concentration of depreciation allowances in the first few years 
after construction or acquisition of the facility. It is designed also 
to he ‘lp the taxpaye r to finance e Xpansion by telese ‘Opl he muc h of the 
process of capital adjustment into the years ee ately ahead when 
the chances for high income and full use of » new facilities seem 
good, 

Prior to passage of section 124-A of the _ rnal Revenue Code, the 
period permitted for depreciation of new facilities by the iheteae of 
Internal Revenue varied up to 25 years de 7 nding on the normal life 
expectancy of the facility. Under the statute, this period may be 
shortened to 5 years for such portion of the new investment as DP A 
may determine. 

The percentage authorized for amortization depends primarily on 
the need for increased productive capacity V in the industry to meet de 
fense needs. Other factors taken into consideration are the type of 
facility, the probable usefulness of the plant for other than defense 
purposes atter the emergency, und the qjeoree rf fi ane ial aid deemed 
necessary to encourage the expansion. In the case of machine tools 
the percentage varies from 50 to 8D percent with an average of 
percent for all cases approved to date. The industry has never felt 
this percentage adequate. It has repeatedly requested 100 percent 
amortization on the pren nise that no machine-tool builder needs to ex 
pand his present P lant t to Pendle the busi CSS he will have when the 
defense program is terminated. 

In view of their general situation, a tax amortization plan was the 
type of financial aid the machine-tool builders needed from the Gov- 
ernment if they were going to expand their production. As early as 
November 1950 tool builders began to send theu app ylications to Was 
ington. The machinery had not been set up to properly review ala 
handle applications and naturally they began to pile up. Even the 
claimant age neie 36 who are the er of first reference, were not st: ated 
with personnel properly trained to review and pass judgment as to 
whether 


a particular facility was necessary for defense, and if so, what percentage of 


the investment thereof was entitled to accelerated depreciation 


In all fairness to NPA and particularly DPA, these applications 
began to arrive long before an organization could be created in the 
new agencies to establish the eritert Re pol cies. and 1 cul itions neces- 


sary to see that ho tax advantage De eranted other tha that int ncded 
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by the Congress. Al] this required time and it was near) March be- 
fore an adequate staff and criteria were developed. 

In fact, the first certificate of necessity approved for a machine- 
tool builder was February 26, 1951. Of course, there had been other 
certifications made prior to that date for what NPA considered to be 
more essential projects, The early emphasis was for the expansion of 
such basic and critical materials as steel, copper, aluminum, and other 
strategic minerals. Also such vital defense-supporting industries as 
transportation, power plants, and petroleum industries. 

Even in Mareh 1951 there was some question in the minds of most 
Government officials as to the essential necessity for enlarged tool 
facilities in view of the number of machine tools already in use and the 
que intities available in Government reserves. 

Because of the many complaints received by your committee, Mr. 
William H. Harrison, DPA Administrator, appeared before the Joint 
Committee on Defense Production on April 12, 1951, to review this 
situation in detail. Mr. Harrison frankly admitted that mistakes had 
been made and untortunate delays had occurred due to DPA’s limited 
staff but assured your committee “i those responsible were proceed 
Ing with meticulous care Ih a let rmined effort to safeguard the 
public interest. | 

There was still a big question in his mind, however, as to the rela- 
tive priority that should be given machine tools, As late as April, 
NPA advised the industry that a survey was being made as a basis 
for decision. by this time. however, the backlog ot unfilled tool orders 
had reached a pont where something had to be done to stimulate 
greater productive capacity. 

[n the period from February to June 30, 1951, DPA approved only 
0) applications from tool builders out of better than 250 received up 
to that time. 

Following the Wilson directive of July 9. a campaign was under 
tuken to review the more essential machine-tool and metalworking 
equipment expansion projects which were pending. A total of 29 more 
were certified from early July to August 18 when the 60-day general 
moratorium declared by ODM and DPA on the granting of certificates 
Of necessi ty becam ie effective. Cf course, Mais of the othe TS were 1n 
process 0 f being reviewed b vy the interested claimants ineluding NPA 
divisions pine DP A. 

The general moratorium never really affected machine tools. Be 
cause of the need for wider expansion in the industry, DPA made at 
exception of the machine-tool cases and processed 25 more during the 
60 day period. 

When the general moratorium was lifted on October 18. ODM and 
DPA placed machine tools at the top of the essenti: ility list to be given 
first priority over all other app ications. In the ensuing weeks all 
claimants including NPA have earnestly tried to clear the remaining 
cases that could be identified as machine tools. 

The real problem that faced DPA was that of identifying many 
of the firms which were engaging for the first time in the production 
of machine tools. In many instances it was not possible for DPA t 
identify such firms by name and therefore during the initial drive 
large groups of pending eases were missed. 
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To meet this situation NPA was requested Lo compile a complete 
tabulation of all applications received to date covering manufacturers 
of machine tools and related products, broken down into the various 
product classifications. This analysis has proven to he quite a job ana 
as this report is being written, it is still in process of completion 
However, some classifications, including the machine tools and the 
metalworking equipment were completed early in December 1951. 
‘These have been turned over to DPA to determi e the current status of 
each case still pending. 

DPA has instructed its staff to give top priority to every newly 
identified application on the tabulation and to take whatever actio 
is necessary to expedite those applications now inthe hands of claimant 
agencies. 


Phe foregoing explal tO soine a oree the reason fo. the lo cr a trey 


on the part of Government agencies in acting on many of the cases 
listed as pending 1h the tabulations mneluce din the appel (ix On pages 
90, 91,and 94. A complete list of the machine tools ind metalworkine 
equipment applications that have been approved are also shown 
the appendix on pages 86 through 93. 

DPA has assured your committee that they expect to complete the 
new ly identified applications before the end of the vear. J he follow 
ing tabulations show tl 


he status of this job as of December 11. 1951. 


Status of applications for tax amortization, im chine tools only 


Ay 
I & 
> 
I . 
l 
I x 
laa mort 0 ppro } cl ( 
4 
\ ‘ 
Ni | OAD 0 
Jar June 3 " Q ¢ 
ne 30 to Aug. 17. 19 
Au Is Oct. 18 | 


£1 &§79_000 hit th 


§ Moratorium period 
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Status of applications for tax amortization, metalworking machinery * 


lax 
Amount of | amortization 
Number Proposed tax allowed as a 
investment amortization percent ol 
illowed proposed 
investment 
Thousands Thousand 
Issued 237 $9, 806 $5, 806 68. 4 
Denied L5 1, 858 
re 20 9, 822 
tal filed 72 21, 486 896 68. 4 


Tax amortization approvals, metalworking machinery * 


Tax amor 
Amount of tization 
. sed nor owed 
Nuwber Proposed tax amor sllowed 
ivestment tization iS a percent 
illowed of proposed 
vestment 
rho ls Thousanc 
n l 1950 to J l 51 0 0 0 ( 
e 30 } x $2. 872 $2, 220 7 
1] Aug. 17, 195 1, 383 973 70 
Aug. 18 to Oct. 18, 1951 21 2 391 723 60.3 
| l ! 15 3, 160 1, 980 62. ¢ 
9, SO6 5, 896 68. 4 
) ) t vork ! A re cl fied and all metal 
‘ t a N x Dt ! 1 tot ro i 
3.0 t 5 il int « I | 


ASSISTING SMALL BUSINESS 


The Office of Small Business of NPA has also been working on a 
program to assist small tool manufacturers. In cooperation with the 
NPA Metalworking Equipment Division, this office has been very 
helpful in assisting small concerns with special material problems. 
Expeditious attention is given all such requests for help. 

We are acy ised that recently there has been a noticeably increased 
flow of most forms and shapes of steel to warehouse distributors who 
normally served machine-tool manufacturers. This is of special bene- 
fit to small tool firms who normally draw on warehouses rather than 
mills for their needs. Under the NPA Steel Distribution Orders 
(M-6, M-6A) steel distributors have been assured a minimum of 85 
percent of their base-period purchases from the mills. Starting - 
January 1952, such minimum shipments from the mills will be i 
creased to 100 percent of the base period. While these are minimums, 
mills actually ship yped over 110 percent of the base period to ware 
houses during the third quarter of 1951. This greatly helped many 
concerns who were just starting in to subcontract tools. 

In view of the preferential Z-2 rating assigned machine-tool build 
ers on December 11, 1951, NPA is considering the issuance of a regu- 
lation to assure that warehouses obtain the particular kind of mate- 
rials required by the machine-tool builders. 
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The Office of Small Business, NPA, has instigated the appointing 
of small-business committees by many State governors. ‘They are 
being utilized to deal with sectional geograpiil problem relating to 
defense production, including the production of machine tools. ‘The 


State committees are also helpful in providing information regard 
the availability of subcontractors for essential machine-tool manufas 
turing, and lists of firms that are capable of converting to the manu 
facture of machine tools. 


GOVERNMENT Reserves anp Leastnc Program 


At the start of World War II, our Government needed thousands 


ot direct military items and needed them quie ly. Lo obtain them 
meant building hundreds of plants and arranging for the expansiol 
of thousands of others. These all requl edi min e too] thousands 
of them—and the only way to get huge production was for our Go 

ernment to buy the tools to equip these plants. By 1945, the United 
States owned many thousands of highly specialized and precisio 


machines along with thousands of other veneral purpose tools. 
After this memorable experience, it was the part of wisdom and 
foresightedness that made the Congress pass the Surplus Property 
Act, October 3, 1944 (58 Stat. 765), authorizing the Department of 
Defense and the National Industrial Reserve Act of 1948. Public Law 


ne : 
S83. Eightieth Congress, authorizing GSA to retain in storage such 


machine tools and related production equipn ent as was felf Wo ild De 
required to augment our country’s industrial production capacity 

time of a national erie regency. Lnder these two laws resetves of such 
tools and equipment were established. The one by the GSA was desig 


nated the “National Industrial Equipment Reserve.” The several 
reserves set up by the Army, Navy, and Air Force were grouped under 
the general heading of “Departmental Industrial Equipment Re- 
serve.” The GSA reserve was considered as a further insurance over 
and above the military reserve. Under both the acts the Department 
ot Defense had the responsibility of determin ne which excess of 
industrial property should become a part of this reserve. It was 
further understood that withdrawals from the GSA reserve would be 
authorized by the Munitions Board when the tools were required by 
any service for use in a national industrial reserve plant for military 
items. 

Representatives of the three services selected over 136,000 machine 
tools and related production items to be held in the Government 
reserves. Each branch picked the type and quantity it considered 
the greatest protection against any future production emergency. 
Storage centers in various sections of the United States were estab 
lished and the items selected were forwarded to these centers for proc 


essing and storage. 
LEASING TO SERVICE CONTRACTORS 


Beginning with our present mobilization program, tools and pro- 
duction equipment have been leased constantly from the service re 
serves to expand the facilities of those plants awarded defense con 
tracts. (See appendix Oo, P. 97.) Such leases were made under the 
authority of the act of August 5, 1947 (61 Stat. 774). whieh provided 
for the lease of renal or perso! al property by the Sel vices al d t< r other 
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purposes. Many of these tools have also been shipped to Government 
reserve plants which are being reactivated. Thus in many instances 
months of prec ious time have been saved in supplying much-needed 
military equipment of all kinds to our Sahil forces in Korea. The 
lease agreement is the only obligation placed upon the contractor and 
the annual rental is based on a percentage of the value of the tool, 
pavable quarterly. Some idea of the number of all kinds of machine 
tools and related production items placed into use since Korea can be 
gained from the following figures showing: 


Total industrial equipment reserves, ime luding machine tools, metalworking 


equipnd nt, and related production equipment 


Balance in reser 
Jur ( ; June 3 Oct 1 
1) 
\ Os & H20 9 572 
0 {O62 2s. U 
\ t 0S 6, 30. 
i] 4, Si 6 } 2 
GSAt \ 1, 550 27, 56 27, 070 
136. 35] 101, 218 74, 862 
M I ! NLY 
) I rtme eserve 
A 7.410 
Na 17, 745 
\ For 5, Y69 
4,124 
i \ SO i} ] $1 


On the basis of these heures over Sv percent of the Air korces 
reserves and over half of the Army reserve in storage at the time of 
Korea have been released for defense production. This is not true of 
the Navy Department which, according to the figures, disposed of less 
than 50 percent of their reserve stock. The point Is. however, that 


these figures do not give the full story. Any new acquisitions that 
have been added to these reserves dui Ine the interim should be taken 
into consideration. A breakdown of such additions is not available 


but it is not believed that they would materially alter the over: all rela- 
tionship. ‘There are, however, several reasons for the Navy’s slower 
we ee ae of tools out of their Various reserves, 

In the first place the Air Force and Army started at an earlier date 
to oe. contracts in sizable numbers. Their contractors got a head 
start on expanding their facilities and the services made the tools 
available. 

However, the Navy Department worked under a somewhat different 


poli Cy. It has seen fit to adhere more close hy to the policy which 
reads: 


Replacement of withdrawn equipment shali be confined to those items for 
which there is a foreseeable additional need. Required delivery dates for such 
replacements shail be scheduled as far in advance as possible. The full with- 
drawal policy is set forth in the Department of Defense Directive No. 350.04-2 
dated June 25, 1951 
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DEPARTMENT OF DEFENSE DIRECTIVI 
Washington 25, D. C 
Tithe: 350—Production and Requirements 


Subtitle: 04—Production Equipment. 
Number: 350.042 


f, PURPOSI 


It is the purpose of this directive to revise the Policy for Withdrawal of Indus 
trial Machinery and Equipment from the Departmental and National Industrial 
Equipment Reserves to conform to current conditions. 


I] APPLICABILITY 





The Munitions Board nt ts meeting No 1s, 14 Jur Ql. upprove d the Po icy 
for Withdrawal of Industrial Machinery and Equipment from the Departmental 
and National Industrial Equipment Reserves Che policy applies to the Depart 


nent oF Defense only 
Ill. POLICY 
Attached 


LV REPORTING COMPLIANCI 


Copies of the im] lementing procedures issued by the Military Departments to 


their operating levels will be forwarded to the Office of Production Equipme it, 
Munitions Board. 


PoLticy FOR WITHDRAWAL OF INDUSTRIAL MACHINERY AND EQUIPMENT FROM THE 
DEPARTMENTAL AND NATIONAL INDUSTRIAL EQUIPMENT RESERVES 


1. Definitions 
a. Departmental Industrial Equipment Reserve Is the industrial machinery 
and equipment held in storage by the Departments for augmentation of their 
required industrial production capacity in time of a national emergency, or in 
anticipation thereof. Departmental Industrial Equipment Reserve does not 
include industrial machinery and equipment while utilized by active Depart 
mental establishments or retained as integral units of the Departmental Indus 
1 
i 


trial Plant Reserve, contractors’ plants Di 


ot lines, other ective installations, on 
lease or loan, or in plants covered by the National Security Clause 

b. National industrial Equipment Reserve (Public Law 883, 80th Congress) 

Is the industrial machinery and equipment held by the General Services Admin 
istration for storage and maintenance for augmentation of production capacity 
or for production capacity beyond the scope of the Departmental Industrial 
Equipment Reserve in time of a national emergency or in anticipation thereof. 
The National Industrial Equipment Reserve does not include industrial ma 
chinery and equipment retained as integral units in plants covered by the National 
Security Clause 

Withdrawals From the National Industrial Equipment Reserve 

a. Withdrawal of industrial machinery and equipment will be authorized by 
the Munitions Board when required by the Departments or the General Services 
Administration for use in National Industrial Reserve Plants for current mili 
tary production. Withdrawn items will be installed and in operation thirty days 
after arrival at the point of use. In appropriate Cases, leases of equipment to 
industry will be authorized by the Munitions Bourd 

b. Disposition of withdrawn equipment : 

(1) There will be a complete and final transfer of equipment withdrawn from 
the National Industrial Equipment Reserve fot Department or the General 
Services Administration. 

S$. WW ithdraiwals from the de partie ntal indust) al equipme i reserve 
a. Industrial machinery and equipment held in storage by the owning Depart 
ment will be withdrawn as required 
(1) For eurrent use in preference to procurement of new equipment 
(2) To meet current production requirements, in lieu of transfer to 
stand-by facilities which will not be required to meet current production 


schedules 
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(3) For transfer to another department when not required for current 
production by the owning Department. The requesting department must 
certify that such item is not available in its own reserve and that the item 
is required to meet current production schedules. Conflicts between the 
owning and requesting departments will be referred to the Munitions Board 
in the normal procedure for decision on the basis of relative military urgency. 

b. Provisions for reimbursement of withdrawn equipment will be accomplished 
by agreement between requesting and owning departments. Replacement of 
withdrawn equipment shall be confined to those items for which there is a fore- 
seeable additional need. Required delivery dates for such replacements shall be 
scheduled as far in advance as possible. 

ce. Each Military Department will establish one central location where requests 
for withdrawal will be expeditiously handled. 

d. Industrial machinery and equipment which has become unserviceable should 
be withdrawn and disposed of in accordance with established procedures. 

The Munitions Board will determine the length of time during which each 
Military Department will continue to retain operational control of that portion of 
its reserve of industrial machinery and equipment which has not been returned 
to active use. 

FRANCIS H. GRISWOLD, 
Major General, USAF, 
Vilitary Director, Munitions Board. 

While the Navy has not insisted that all withdrawn or leased equip- 
nent must be replaced, by and large, this has been the practice. Since 
service contractors have not been willing to purchase a replacement 
unit, the Navy reserves were not gener: ally available for overcoming 
bottlenecks even for the direct military requirements, 

There is no question that in some instances the Navy has acted in 
the best interest of our national security by holding to their policy. 
However, Navy inventories were particularly distinguished by quan- 
tities of heavy production mills, horizontal boring and milling 
machines, planer type mills, ete., all of which are of long-cycle manu- 
facture, and are types of machines most difficult to secure through 
diversion possibilities. We are not including in this consideration 
the “in-place” equipment in Navy stand-by facilities and equipment 
required for advance bases. 

It is in regard to the Navy warehouse reserves that your committee 
feels a more flexible policy, similar to that. pursued by the other two 
services, would have done much to aid in the critical production 
situ: itions Ww ithout involvi Ing an unnec essary gamble over future con- 
tingencies. Besides, in many cases the type of tools required for the 
new armament programs are likely to be highly selective because of 
more complex design. 


LEASING TO MACHINE TOOL BUILDERS 


It was originally contemplated that critical tools urgently required 
by the tool producer would be made available from the service reserve 
in the same manner as for the service contractors. However, the 
plan has never worked this way. 

The Munitions Board for several months refused to lease tools to 


other than service contractors. The contention was that it was the 
intent of Congress in setting up the reserves that the tools should not 
only be maintained in good usable condition but the services were re- 
quired to hold the tools in reserve for military production. 

~ Sever: al | vital weeks were lost before the Munitions Board changed 
this policy. ‘Then, in most instances, they insisted that the builder 
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must place an order for a replacement tool and return the leased 
machine in good condition. This the tool builder refused to do on 
the premise that at the termination of the emergency, the tool would 
be in excess of his production needs. 

NPA continued its efforts to solve this bottleneck. Following 
several conferences GSA agreed to cooperate by purchasing the ma- 
chine tool from the manufacturer and leasing it to the tool builder. 
The authority for doing this is provided in section 303 (e) of the 
Defense Production Act of 1950, as amended. In this way NPA was 
able to furnish the Munitions Board with a certificate of purchase 
and arrange for the lease of tools, if in reserve stock, to a tool builder. 

When the NPA feels that leased tools will materially aid in the 
expansion of machine-tool production, it recommends to the GSA 
that a lease agreement be made. This agreement covers installation 
of Government-owned machine tools cal patterns, special tools, jigs, 
and fixtures, and make-ready equipment. NPA advises GSA whether 
the tools have to be newly purchased or can be leased, at least tempo- 
rarily, from one of the reserves. The Munitions Board has to concur 
in this action. 

A formal lease agreement covering these installations, patterned 
after the form of agreement used for the same purpose by the Defense 
Plants Corporation during World War LI, is being drafted at the 
present time. In the meantime, in the interests - speeding up the 
actual installations, the agreements are currently being carried for- 
ward on a letter-of-intent basis. 

As of December 31, : recommendations for installation of 
Government-owned tools in privately owned plants have been made 
by NPA. These cover cial valued at $22 million. Of the 
total 37 covering 1,163 tools valued at $19 million, have been made 
the subject of letter agreements tendered to producers by GSA. 
Thirty-two of these, covering 1,117 tools valued at $17 million, have 
been accepted by the producers, and the balance are pending. Letters 
of intent on the remaining 5 cases, covering 46 machine tools valued at 
$2 million currently are in the process of preparation or negotiation 
with the particular producers. 


CENTRALIZED INVENTORY CONTROL 


The need for having a centralized inventory control of all reserve 
tool stocks and one over-all policy for distribution has been apparent 
to all interested agencies for several months. Your committee is 
pleased to report that the Munitions Board has just established the 
Production Equipment Central Inventory Group to do this job. _ It 

will be the function of this group to maintain a complete description 
pts the current location of every available machine tool not 
presently in use, which is being held in any of = Government reserves, 
including the GSA reserve. It is expec ted that other idle tools, sue 
as those owned by the Maritime Commissi on, will a In eeuede 
soon as a complete survey is completed. 

The Department of Defense Directive No. 350.04—7 dated October 
11, 1951, indicates the procedure that is being followed in reporting 


this equipment. 











54 DEFENSE PRODUCTION ACT 


DEPARTMENT OF DEFENSE DIRECTIVI 
Washington 25, D. C, 
Pitle: 3850 Production and Requirements. 
Subtitle: 04 Production Equipment. 
Number: 350.04 4 


REPORTING OF IpLeE PRODUCTION EQUIPMENT (DI)-MB-—447) 


1. In order to comply with the provisions of Department of Defense Directive 
No. 350.044 and the implementing Department of Defense Directive No, 350.04-6, 
dated 17 August 1951, it is essential that each Military Department furnish the 
Central Inventory Group with an up-to-date inventory of idle production equip- 
ment owned by the individual department It is also essential that procedures 
be developed to maintain the central inventory current on a day-to-day basis. 

2. For the purpose of this directive, the term “production equipment’ means 
those classes of machine tools, metal-forming equipment, and metal-joining equip- 
ment listed in Exhibit B to National Production Authority Order M-41. Fur- 
ther, the term “idle,” as applied to production equipment, includes : 

a. Those items remaining in the Departmental Industrial Equipment Re- 
serves—i. e., those items for which final commitments to immediate production 
use have not been made. 

b. Those items of production equipment in military owned and operated in- 
dustrial establishments which are not in constant or intermittent use. 

c. Those items of production equipment which are located in inactive depart- 
mental reserve plants and which are surplus to the planned mobilization use 
of such plants. 

d. Those items of production equipment that are a part of complete facilities 
that are to be put into immediate use on M-Day. (Note that Directive No. 
350.04-4 requires reporting of such equipment as “package plant tools.’’) 

5. The Central Inventory Group will make use of electric accounting ma- 
chine (IBM) punched cards as basie data for the establishment of the central 
inventory, Accordingly, each Military Department will forward to the Central 
Inventory Group on or before 1 November 1951 a set of such cards covering all 
production equipment of those classes listed in Exhibit B to National Production 
Authority Order M-41, which is on hand in the Departmental Industrial Equip 
ment Reserves. These cards will be punched in accordance with the instrue- 
tions contained in the Munitions Board “Manual of Procedures for Recording 
Inventories of Indystrial Equipment in Military Reserves” (Volume A), dated 1 
November 1948. 

tf. In addition to the production equipment in the Departmental Industrial 
Equipment Reserves, other idle Government-owned production equipment will 
also be included in the central inventory. The method of reporting such equip- 
ment to the Central Inventory Group may be by submission of an electric ac- 
counting machine card in accordance with paragraph 2 above, by submission of 
duplicates of Departmental records, or by submission of inventoried listings, 
Whichever is most convenient. However, data submitted in accordance with this 
paragraph will include, as a minimum, the following information for each item: 

a. Standard commercial description, 

b. Standard Commodity Classification Code. 

ce. Government Tag Number. . 

d. Location. 

e. Condition. 

f. Owning service, bureau, or command, 

5. Usefulness of the Production Equipment Central Inventory is completely 
dependent on the degree to which it is maintained on a current basis. Timely 
submission of additions to and deletions from the inventory are, therefore, man- 
datory, Notification of additions to the inventory may he made by any of the 
methods outlined in paragraph 4 above, but must inelude the minimum infor- 
mation therein specified plus the date of receipt. Such notifieation will be made 
at the time custody of the equipment is assumed. Deletions from the inventory 


will be made by simultaneous notice of disposition action based on shipping or 
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allocation instructions. Such notice must include the minimum information 
specified in paragraph 4 and also the date of the action, with the exception of 
“condition.” 

6. For the present, surveys for idle Government-owned equipment in the hands 
of private contractors and in reserve plants or portions thereof being operated 
by private contractors will not be made or reported to the Central Inventory 
Group. Instructions for the surveying and reallocation of such equipment will 
be issued at a later date, when the necessary reporting p:ocedures have been 
approved by the Bureau of the Budget. 


7. The semiannual tabulation and the quarterly tabulations of metalworking 
machinery and other production equipment, submitted under Reports Control 
Symbols DD-MB-2s0 for the Department of the Army and DD-MB-1S0R1 for 
the Departments of the Navy and Air Force, are hereby cancelled. The require- 
ments for the establishment of a central inventory of industrial reserve equip- 
ment at the departmental level, as contained in paragraph 4 of Munitions Board 
memorandum, dated 1 March 1949, Subject: “Records of Metalworking Ma 
chinery and Other Production Equipment in Industrial Reserves,’ remain in 
effect. 

S. Reports Control Symbol DD-MB-447 is assigned to the reporting require- 
ments contained in this directive. 

J.D. SMAI 

Chairman, Munitions Board 


Under this new plan when DPA and Munitions Board agree that 
an urgency exists for certain tools on the part of a service ¢ ontractor 
or defense-supporting manufacturer, a check will be made to deter- 
mine whether the tool is available In any one of the reserves, If <0 


the centralized inventory control group will authorize its allocation 
immediately and notify the owning service accordingly. Inthe future 


all distribution from any of the reserves will be handled through this 
control oftice. 
During the first week of operation the centralized group received 


11 lists approved by DPA and the Munit OMS Boal { yr eSSt Pia CV, 
totaling 1.524 machine tools. Ten of these lists were for service con 
tractors and one for a machine-tool builder. I) Hi erely a few hou ? 
time rather than day s. the centralized records showed that 118 of the 
needed tools were available in one of the reserves. The owning service 
was notified of the assignment and the particul iv firm lve n 15 davs 
to acknowledge acceptance. This hew procedure will save weeks nn 


costly delays previously experienced by contractors. Your committee 
feels that the Munitions Board is to be commended for consolidatine 
this operation under a centralized control where uniform policies will 


do much Lo expedite the proper allocation of these much-needed tools, 
MACHINE TOOLS IN GOVERNMENT-OWNED PLANTS 


There are 442 manufacturing plants which were originally con- 
structed by the Government for the production of various types of 
military items such as aircraft engines, aircraft frames, shells, and 
numerous other items. A number of these plants were stripped of 
machine tools after the close ot World War I] and in mal \ Instances 
these tools went into the reserves, In other plants the tools were pre 
served in place. It is estimated that nearly 400 of the total reserve 


plants are now henge used or it Is contemplated will be used in t 
present emergency. 

The unused tools in all thes plat ts are now being surveved and will 
be carried as a part of the record maintained by the centralized invet 


tory group 
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MACHINE TOOLS IN EDUCATIONAL INSTITUTIONS 


Another source of machine tools are schools and colleges through- 
out the country which under Surplus Property Act of 1944 (Public 
Law 457, 78th Cong., 2d sess.) received tools from Government surplus 
and reserve stocks for training purposes. 

There is no estimate readily available as to the quantity involved but 
it runs into several thousand units. Some 2,000 have already been 
located. Through the combined efforts of the Metalworking Equip- 
ment Division and the services, steps are now being taken to appraise 
and reassign these units for industrial use. 

In addition the centralized inventory group have under considera- 
tion a program whereby not only institutions but all present lessees 
would report whether any tool loaned or leased by the San is 
currently idle and its present condition. Upon receipt of this data, 
arrangements will be made to reassign such idle tools for productive 
work, 

There is one question, however, that remains to be answered. What 
is the potential production possibilities of the tools that remain as 
residue in each reserve? Naturally the better quality units have been 
selected first. It would seem desirable that a close examination of the 
remaining machines be made in their present location so that an 
intelligent appraised can be made before shipment to contractors. 


SUBCONTRACTING 


Until recently there has been little subcontracting. This has been 
due to two major factors. In the first place the early price regulations 
for the industry did not allow the additional cost of subcontracting 
to be added to the price. In the second place manufacturers of other 

products had little or no excess capacity available for subcontracting 
= long as the market for their product existed and the materials for 
manufactur ing were available. Recent actions taken by the Govern- 
ment have tended to modify these situations. 

One such action was price relief. There have been several amend- 
ments to the regulations for machine tools. These are the outcome 
of weeks of meetings between the industry and the Office of Price 
Stabilization. The problem was to develop a pricing formula that 
would permit manufacturers to recover the cost of jigs, fixtures, pat- 
terns, and other similar cost items incidental to subcontracting. 

But it was not until June 27, 1951, that the regulation was amended 
to provide the necessary relief, and subcontracting really got under 
way. It was further stimulated on August 21, 1951, when OPS 
granted the tool builders an additional relief of 12-percent increase 
over their base period figures. The industry now considers the profit 
margin sufficient to aggressively look for subcontractors. 

Evidence of the change in attitude on the part of builders since the 
price revision in June, is shown by the results of a survey just com- 
pleted by the National Machine Tool Builders Association which 
souk | seem to be quite conclusive. 

A questionnaire sent to the members of the association on October 
25, 1951, on the extent of subcontracting in October 1951 and its effect 
on 1 antic ipated shipments through January 1952 brought replies from 

5 builders of machine tools. Total production in “October of the 
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companies re porting was $55.5 million, or 85 percent of the total tool 
industry output. ‘The reports include the output for new machine 
tools and.all parts and accessories shipped with the machines or sep- 
arately. The report shows that about half the builders were not sub- 
contracting in October, and did not anticipate subcontractors for any 
part of their production over the next 3 months. But 68 of the largest 
builders stated that they subcontracted 16 percent (dollar value) of 
their production in October and expect to raise this percentage to 19 
percent by the end of January. The number of subcontractors em 
ployed per company ranges from 1 to over 40, but about half of the 
companies report between 1 and 10 each. Some are using over 20 
subcontractors. 

As nearly as can be estimated by the association, the 68 subcon- 
tracting companies make up about 60 percent of the total output of 
the tool industry. It is encouraging to note that this group estimate 
a $10 million, or 25 percent, increase in total production over the 
months as a result of their subcontracting activities. 


SuRVEY OF ANTICIPATED PRODUCTION OF MACHINE TOOLS, PARTS, AND 
BY MacHINe-Toot ComMpaANIeEs, Nov. 15, 1951 


ACCESSORIES 


TABLE I.—Machine-tool companies reporting use of subcontractors in October and 
number contemplated in following 3 months 


| | 
Expected in ; 0 u 
| } Y nf . : : Ame 1! t ub Percent 4 
Date } Shipmen crease over ae .— Arm « sut 
| October 2 ( ul 
Percent Percent 
October 1951 $40, 254, 000 $6, 586, 000 16 RAS 
November (estimated 46, 312, 000 lf 7, O11, OOF 1 RO4 
December (estimated) 419, 204, Of 22 7, 884, 000 If 921 
January 1952 (estimated 50, 844, 00 26) 9, 489, 000 19 43 


TABLE I] Number of subcontractors employed per machine-tool company 


Numbet Y hine-te r ilies 
Number of subcontractors per company 
October November December January 
1951 1951 1951 1952 
Less than 10 34 8 38 37 
11 to 20 if 14 15 
21 to 30 6 s 7 6 
31 to 40 5 ) 6 
Over 40 2 > 
Total number of companies i 68 68 67 


In this connection it is interesting to note the remarks of Mr. R. K. 
Le Bond. president of the National Machine Tool Builders Associ- 
ation, in addressing the association members at their annual meeting 
November 8, 1951. Mr. Le Bond is also president of the Le Bond 
Machine Tool Co., of Cincinnati, Ohio. In urging the industry to 
aggressively promote subcontracting he is quoted as saying: 

Subcontracting is the most practical method of boosting machine-tool pro- 
duction in the shortest period of time. 

There are two ways to boost machine-tool output. The first is maximum 
utilization of present facilities, involving hiring gg people and going to mul- 
tiple shifts But only a fraction of the job can be done in this way because 
it takes too long to turn a green hand into a productive worker 
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The second method is plant expansion. But starting from scratch today to 
build additional plants is going to take too much time. It also brings up 
questions of steel availability and of what to do with plants after the emer- 
gency is over. 


In ureing that tool builders turn to subcontracting, the machine 
tool executive listed five advantages: 


1. Subcontracting utilizes manpower where it is now emploved. Men do not 
have to leave one company and go to work for another ; 

2. It eliminates the need for building new plants: 

Costs are allowed for in the machine-tool price formula ; 

It is the fastest method of increasing total volume of output; and 

It employs management and engineering groups already in existence and 
keeps them intact for postemergeney production of their regular products. 

[I think every machine-tool company today should go prospecting for sub 
contractors. Only by spreading our skills, our technical knowledge, and our 
directive abilities over a broad enough field of performance, within a_ brief 
period of time, can the goal of expanding machine-tool production be reached— 


Mr. Le Bond concluded: 


Most commonly subcontracts go to small-job machine shops or companies whose 
primary products requires equipment similar to machine tools. Manufacturers of 
printing presses, paper machinery, automobiles, textile machinery, and _ office 
machinery usually have the type of facilities needed to produce machine tools and 
parts under subcontracts. Some of these firms, particularly printing-press pro 
ducers, can manufacture a complete machine tool. Others are equipped to 
produce parts only, 


Cn fa S00 I 


An outstanding subcontract arrangement is the one the Bullard 
Machine C'o., Bridgeport, Conn., has recently made with the Fisher 
Body Division of the General Motors Corp. They have agreed to 
build 757 42-inch vertical ttrret lathes. Initially Fisher’s costs will 
run upward of 100 percent higher than Bullard’s. But eventually the 
Muess 1S that with Fisher's tremendous production facilities these 
costs will be under that of Bullard’s. 

Office of Small Business, NPA. and the field ottices of the Depart 
ment of Commerce are scouring the country for new facilities and 
putting these facilities and the tool builders together. Their ap- 
proach has been quite effective alone the following lines: 

(74) Organizing the salesmen of the large machine-tool builders to 
seek out subcontract facilities among their customers: 

G tting the salesmen of some 140 machine-tool distributors to 
seek subcontract facilities among their customers for the builders 
whose tools they distribute: 

(¢) Following up the manufacturers of textile, canning, packaging, 
printing machinery, and related products to act as subcontractors for 
specific machine-tool builders needing additional facilities. 


OrirerR SOURCES 
RECONDITIONED AND REBUILT TOOLS 


There is another phase of the machine-tool industry that plays a 
very Important part as a source of equipment for defense plants in 
time of anemergency shortage. This consists of the hundreds of used- 
machine dealers through whose hands and reconditioning shops pass 
many thousands of tools annually. It is a big business and one that 
currently needs Government help to resolve certain problems char- 
acteristic to that industry. 
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Historical background 

There are three ty pes of used-tool builders: 1, brokers w ho do not in- 
ventory machines: 2, dealers who maintain small inventories and 
generally sell machines "as is’: and oO, large machinery dealers who 
maintain extensive inventories and sell either “as is,” “reconditioned,” 
or “rebuilt guaranteed.” 

Roughly 20 percent of the dealers are in class i 70 percent in class 
2, and about 10 percent in class 5. It is estimated that the total num 
ber ot dealers, including’ brokers, would probably exceed DOO, and 


under present day conditions it might run over 1.U0UU, 


here Is no estimate of the annual volume of business Gone Dy the 


used machinery industry. some estimate might ne made DV assul 
Ing a current turn-over of possibly 50,000 machines in 1951. This in- 


cludes all classes of heavy and hieht tools along with Government 


reserve tools that were either reconditioned or rebuilt 


Buying and ‘¢ Mina mel hods 
1. Dealers buying and selling “as is” constitute a large proportion 
of the industry. ‘These operators over a period of years may build 
up sizable Inventories of Price hin es of veneral purpose type, b iving 
| : 


them in periods of depression or from banka pl firms at extremely low 
prices. In periods of intense incdusti il activity 
are difficult to secure and, as a consequence, the “as is” dealer might 


successfully obtain a mark-up of even 100 percent of his cost price. 


‘ . a 
ised machine tools 


Zs Dealers selling on a reconditioned basis attempt to buy machine 
tools and build up their inventories on the same basis as do s the as 1s” 
buyer. The usual reconditioning job is of little consequence and is 
re Le rally included in the total price of the mach ne. If done prop 
erly, reconditioning would mean a replacement of defective parts 
which would otherwise make operation of the machine impossible. 
It would mean cleaning the machine ar d, without dismantl ne, put 
ting it into running condition to the tolerances of wl] i the machine 
would be capable of producing. It would also include painting, ete. 

3. Rebuilding machine tools means the dismantling of an “as is” 
machine, the replacement of all defective parts, the m ble AN 
grinding of all bearing surfaces and the reassembling of the machine, 
so that when put into operation, it is capable of producing tolerances 
equivalent to a new machine of the same type \ rebuilder may have 
ohe major company doing nothing but rebuilding, and he mav have 
three or four other companies, housed in eparate quarters, selling 
machine tools on an “as sf or on a “reconditioned” bas s. Lhese 
companies are usually amply financed and may be engage iin ret ld 
nhgyas many a 500 machines at a time for either direct military service 
contractor or others engaged in defense work. Under normal condi 


tions, rebuilding operations are secondary to activities under program 

land2. 

Effect of CPR No. 80 
Until (): tober 13, 1951, when t] e ( fice of Py ce St ibilizat »] sued 

CPR 80 regulating the ceiling price of used machine tools and other 

metalworking machinery, the industry operated under the General 

Ceiling Price Regulation. 


H2RR2 ~<) 
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From the issuance date general dissatisfaction was expressed by all 
classes of dealers over many of the provisions incorporated in CPR 
80. An indication of the extent of this attitude can be noted from the 
following letter received by the Office of Price Stabilization. 


NOVEMBER 10, 1951. 

Dear Mr. Lisk: With reference to our conference scheduled for next Friday 
in Washington (November 16, 2:30 p. m., the committee wishes to thank you 
for your cooperation in arranging and confirming the conference. 

As mentioned during our telephone conversations, a series of two “emergency” 
meetings has just been concluded by an independent group of 66 firms dealing in 
used machine tools and metalworking machinery. The meetings were held 
on October 29 and November 5, at the Governor Clinton Hotel in New York, N. Y. 

The 66 firms, large and small, represented every segment of the industry, and 
include dealers, auctioneers, and brokers; they are located geographically 
throughout the metropolitan New York area, New Jersey, Connecticut, Rhode 
Island, Massachusetts, Pennsylvania, and Maryland. 

The subject of the meetings was Office of Price Stabilization Ceiling Price 
Regulation SO, which became effective October 18, 1951. 

The “emergency” description of the meetings is caused by the fact that the 
regular business of our industry, Consisting of the buying and selling of used 
machine tools and other metalworking machinery, has come to a virtual standstill 
since the regulation was issued. In addition to the fact that the regulation, as 
written, will have the effect of legislating many reputable and well-established 
firms and individuals out of business, it has caused, and will continue to cause, 
vitally needed used machine tools, which would otherwise come out into the 
“available” market, to be withheld, resulting not only in hardships to the dealers 
themselves, but also, we bdDelieve, in serious impairment of the entire defense 
effort, as the machines withheld will never reach their logical ultimate destina- 
tion, namely, the thousands of manufacturing plants and shops engaged in 
defense work. 

We can only add that we feel the conclusions we have reached are not peculiar 
to dealers in our area only, but the conditions compelling our conclusions exist 
equally throughout the country. Many of the dealers present at the meetings 
maintain almost daily contact and business dealings with their fellow dealers 
in other sections of the United States, and they contirm the fact that our indus 
try’s hormal operations have, in fact, virtually come to a halt 

Assuring you of the committee’s sincere cooperation and concern over the 
problems posed by CPR SO, we remain, 

Very truly yours, 
A. Zeeve, Jv., Chairman 

Other criticisms and suggested revisions were received by OPS from 
several other quarters, including the two principal trade associations. 
Obviously in an industry cutting across so many levels, it is too much 
to hope that a price regulation can be written which will be satis- 
f: ctory to all types of dealers, but OPS has revisions under considera- 
tion which it feels will make the regulation satisfactory to the in- 
dustry. 

The Metalworking Equipment Division, NPA, has been vitally in- 
terested in this pricing problem and has suggested that— 

1. Section 12 of the CPR 80 be revised and the retroactive feature 
be eliminated so that the regulation would in no way affect contracts 
entered into prior to October 8, 1951, the effective date of the regula- 
Lion: 

2. The selling price of individual tools be figured on the basis of a 
percentage of the machine-tool builder’s current list price as deter- 
mined under applicable price-ceiling regulations: 

3. The percentage factors on reconditioning in the regulation be 
adjusted downward to not more than 10 percent from the “as is” price. 
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There be a further clarification of the method to be used in pric- 
ing a rebuilt used machine tool, and also for pricing a rebuilt machine 
tool which has been modernized and brought up to the equivalent of a 
present-day machine. There are certain old machine tools which 
could be modernized to the point where they might be made equivalent 
in production output to present-day mac ‘hines of similar tyne. 

The other major dealer prob lems can be summarized in this way: 

The MRO procedure was originally fairly satisfactory. However, 
today it will not generally provide deliveries of critical materials 
within the time required by the rebuilder. NPA is aware of this prob- 
lem and is consider ing correct ive measures. 

Rebuilders need priority help in expediting certain components— 
gears, bearings, and certain machine-tool parts—peculiar to the ma- 
chine’s being rebuilt. The Metalworking Equipment Division is en- 
deavoring to work with rebuilders to the end that this type of assist- 
ance can be given in the same manner as it is being provided for new 
machinery manufacturers. 

Also, some of the major rebuilders have had to develop additional 
facilities, buildings, etc., to carry on major rebuilding programs. Re- 
quests for certificates of necessity have been ae from some re 
builders and are being approved in practically all instances. 


IMPORTS 


Your committee has heard strong criticisms because European 
countries are exporting certain types of machine tools to the United 
States while representatives from these countries demand that their 
clefense orders on United States builders be given preference over 
our own defense programs. 

Recent press headlines stating “Britain filling American orders 
for tools” and “United States p laces orders for Italian machine tools 
are typical. Upon investigation, your committee has found that 
these are primarily promotional stories put out by foreign sales 
agents located in this country. This does not mean, however, that no 
tools al re not be ing’ ex ‘ported to the United states, In fact. too] ship 
ments from Eur pea in countries have increased materially over each 
6-month period since Korea. The following tabulation shows what 
has happened. 





Importation of machine tools and metaliworkina eau pment 
( J 
J ( 1.1950 | June ) 
$58 $136 g 

1 ae { 768 
100 
dot s4 
0 122 
7 41 
s , 

Total imports 84 448 708 

Pe 
Increase over first 6 months of 1950 70 > 


Increase over last 6 months of 1950 ; 166 
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From the figures, it would appear that when American builders 
were being swamped with orders, shortly after Korea, United States 
firms looked to European tool producers for some relief. While there 
was a substantial rise in the flow of tools to this country in late 1950, 
it was during the first ehalf of 1951 that deliveries really got under 
way—about four and one-half times greater than the 6-month period 
just ahead of Korea. Even at that, the total imports will only be 
stigadly more than 1 percent of our domestic output this year, and 

early half of these are from Switzerland. 

The exports from both Switzerland and Sweden consist mainly of 
special tools which in some instances are difficult to duplicate even in 
this country. For example, the Swiss builders manufacture jig borers 
in their most accurate and versatile forms, and are the principal for- 
eign source for such high-grade tools. In 1946 their exports of jig 
borers to the United States equaled in value about one-fifth of our 
total domestic production. Special Swiss watchmaking tools are an- 
other item that is ee popular demand in this country. 

On the other hand, the United Kingdom ships various sizes of lathes 
to the United States. In most instances these are general- purpose 
lathes produced by two of the largest lathe-producing companies in 
the world. These two firms supply large quantities for their own 
British plants and make heavy shipments to other NATO countries, 
thereby relieving the strain on United States production. However, 
these two British companies do not build all sizes of lathe or lathes 
for all kinds of app slications. Therefore. England has had to place 
large orders in this country for s special lathes. In turn, United States 
manufacturers, who can use these general-purpose British lathes for 
certain kinds of operation, help to relieve our tool-production prob- 
lem by doing so. 

In discussing this subject with ECA officials, your committee staff 
has been assured that constant vigilance is maintained by each of the 
several United States agencies in E urope to see that foreign- produced 
tools are first channeled into their own defense industries or shipped 
to other NATO countries for military and defense-supporting indus- 
trie® before being exported to the United States. 

There is also an economic angle that has to be considered in any dis- 
cussion of tools imported from Europe. Several of these countries 
are badly in need of American dollars to improve their foreign-trade 
position. Machine tools, particularly the type that they have been 
accustomed to sell American industry, offer them that opportunity. 


MANPOWER SITUATION 


Machine tools must be accurately built by men who possess the skill 
gained as a result of years of experience. When one builds a high- 
quality machine ths at has to maintain tolerances within one-tenth of 
the thickness of a human hair, he cannot risk using workmen un- 
trained to their aha. 

That is what makes the shortage of manpower the most serious and 
complex of all the problems in the machine-tool industry today. 
Skille d men are not available in numbers; yet three out of eight jobs 
in the tool industry require highly skilled workers. The skills re- 
quire a training period of from 2 to 3 years. For some routine i 
erations a shorter period may be satisfactory, but not for many of 
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the specialized jobs. This is why it is so difficult to solve the prob- 
lem by recruiting labor through the usual procedures and sources. 

This explains to a degree the reason there has been so much pirating 
of skilled workers by other defense plants. As the mobilization pro- 
gram continues to expand, these attempts will increase. 

Despite the generally balanced labor market for the country as a 
whole, the market is unusually tight in those highly industrialized 
areas where the machine-tool industry is concentrated. Competi- 
tion with defense industries using the same type of labor prevented 
the rapid acquisition of production workers, particularly before pay- 
ment of premium wages was allowed. 

Since the middle of 1950, however, the number of production work- 
ers and the average weekly hours have been rising. ‘The number 
increased from 38,000 in June 1950 to 60,000 in July 1951, a 58-percent 
rise. An additional rise of 50 percent will be required in the next 
year, exclusive of subcontracting. 

During the past year average weekly hours have advanced 12 per- 
cent, from 42.3 hours to 47.4. This is the highest weekly average for 
any manufacturing industry. 

The industry is generally operating on a two-shift basis because 
of the shortage of labor and superv isory personnel. Each of the two 
shifts tends to be 9 hours for 514 to 6 days. This method of operation 
raises labor costs due to premium pay, but reduces the immediate need 
for supervisory personnel and simplifies the recruitment of workers. 


ODM DIRECTIV! 


In order a a far-reaching program might be implemented 
throughout the Nation. the Director of Defense Mobilization issued 
the following directive on August 2, 1951, ealline for a manpower 
program for the machine-tool industry. 


EXECUTIVE OFFICE OF THE PRESIDENT—OFFICE OF DEFENSE MOBILIZATION 


Subject: Manpower program for the machine-tool industry 


Objective of the policy 

Metalworking tool production must be increased. This requires adequate man- 
power with the right skills at the right places at the right time. The purpose of 
this policy statement is to achieve that objective. 

Implementation of the policy 

By virtue of the authority vested in me by Executive Order 10193 and to carry 
out the policy set forth above, it is hereby ordered: 

1. The Department of Labor’s Defense Manpower Administration shall con- 
suit With the representatives of labor and management in the machine-tool indus- 
try relating to the manpower problems of that industry and shall in consultation 
with the appropriate regional and area labor-management committees: 

(a) Determine what additional measures can be taken to meet the industry’s 
manpower requirements by further job breakdown, up-grading of trained men, 
job standardization, on-the-job training, and programs to reduce absenteeism and 
turn-over. 

(b) Conduct intensive recruitment programs, both intra-area and inter-area, 
to meet the manpower requirements of the industry. 

(c) Determine training requirements of the industry in the skills needed by 
the industry in each area and certify the need for such training to appropriate 
Government agencies. 

(d) Take action to identify and solve community problems affecting maupower 
supply for the industry. Attention will be given to such matters as housing, 
transportation, and voluntary transfer of workers from activities not related to 
defense, defense supporting, or the national health, safety, and interest. 
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2. Regional defense mobilization committees shall bring the facilities of all 
appropriate Government agencies to bear on the solution of manpower problems of 
the machine-tool industry. 

3. The Department of Labor’s Defense Manpower Administration, the Selec- 
tive Service System, and the Department of Defense shall develop policies ap- 
plicable to the induction and deferment of apprentices which can be applied to 
the machine-too! industry. 

4. The Selective Service System shall alert its local draft boards to the urgent 
manpower requirements of the machine-tool industry in order that induction of 
skilled machine operators for whom replacements are not available may be mini- 
mized. 

5. The Federal Security Agency shall develop, and, through appropriate chan- 
nels, conduct training to meet the requirements certified by the Department of 
Labor's Defense Manpower Administration to meet the manpower requirements 
of the machine-tool industry. 

6. The Wage Stabilization Board shall, within the limits of its authority, give 
immediate consideration of the question whether wage adjustments are neces- 
sary to meet the manpower requirements of the machine-tool industry. 

7. The Department of Defense shall within existing policy give special con- 
sideration to the skilled manpower needs of the machine-tool industry in calling 
up for active duty members of the civilian Reserve components, 

S. This statement shall take effect on August 2, 1951. 

OFFICE OF DEFENSE MOBILIZATION, 
CHARLES E. WILSON, Director. 

The United States Department of Labor’s Defense Manpower Ad- 
ministration implemented this directive by holding a 2-day conference 
with management and labor representatives in Washington, D. C., on 
August 1 and 2 to explain thoroughly the major manpower phases of 
the machine-tool industry to determine what measures should be 
undertaken. 

The next step taken by the Department of Labor was to issue a com- 
plete plan of operation for all the State employment security agencies 
to pursue in an attempt to break this bottleneck. 

These two courses of direct action are outlined in the following ex- 
cerpts from the letter of August 24, 1951, by Mr. Robert C. Goodwin, 
Director, Department of Labor’s Defense Manpower Administration : 


UNITED STATES DEPARTMENT OF LABOR 
BUREAU OF EMPLOYMENT SECURITY 


WASHINGTON 25, D. C, 
EMPLOYMENT SERVICE PROGRAM LETTER No. 351, AuGustT 24, 1951 

To: All State employment security agencies. 

Subject : Manpower program for the machine-tool industry. 


The Director of the Office of Defense Mobilization has stated that machine-tool 
production is the No. 1 bottleneck in the Nation’s defense production program 
and that metalworking tool production must be increased. 

Recognizing the manpower problems confronting the machine-tool industry, 
the Department of Labor’s Defense Manpower Administration held conferences 
with management and labor representatives in Washington, D. C., on August 1 and 
2, respectively. Secretary of Labor Maurice J. Tobin stated that the purpose of 
these conferences was to explore thoroughly the major manpower phases of the 
machine-tool bottleneck and to determine, in consultation with labor and man- 
agement of the industry, what manpower measure must be undertaken to meet 
increased defense production goals. 

As a result of these conferences, the Defense Manpower Administration is pre- 
paring an action program designed to meet the increased manpower needs of the 
machine-tool industry. This program is being developed and will be carried out 
in full consultation with labor and management of the industry and in collabora- 
tion with all Federal and State agencies which can assist in solving manpower 
and related problems of machine-tool plants which are producing items for re- 
quired defense and essential activities, 
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This program was developed by the Department of Labor in consultation with 
other government agencies. It was approved by the ODM Manpower Policy 
Committee and by the National Labor-Management Committee, and released by 
the Office of Defense Mobilization as Defense Manpower Policy Statement No. 2, 
dated August 2, 1951. This policy will serve as a guide to the bureaus of the 
Department of Labor which have responsibility for certain parts of this program. 

All State agencies are requested to emphasize the importance of this program 
to all local offices so that they will give special attention to manpower problems 
of this industry, thereby making available every possible assistance in carrying 
out this program. Local offices should take at least the following steps: 

1. Identifying manpower problems.—Contracts should be made with each of the 
machine-tool plants located within their respective areas at the earliest possible 
date to determine specific manpower problems and requirements. 





2. Recruitment.—Intensive recruitment programs, both intra-area and inter- 
area, should be developed to meet specific manpower requirements of machine- 
tool plants. 


° 


3. Testing programs.—Immediate attention should be given to the utilization 
of all applicable USES tests and the development of norms for additional oceupa- 
tions, where needed, for the selection and allocation of workers and trainees for 
machine-tool plants. 

1. Manpower use and productivity.—The tight labor market facing the indus- 
try today emphasizes the need for more effective use of manpower. Management 
should make every effort to assure that all employees are fully eng 
which make maximum utilization of their skills, knowledges, and abilities 

5. Training programs.—Whenever local offices detect any particular training 
needs in their contacts with machine-tool plants, immediate arrangements 
should be made with the appropriate training agencies for the provision of the 
specific training assistance required. 

Testing and counseling should be used to channel the most suitable applicants 
into the training programs, particularly those for learners and apprentices in the 
skilled trades, 

Area labor-management committees should be established in areas in which 
area labor market conditions warrant. These committees should collaborate 
with the State employment security agencies to identify and solve community 
problems affecting the manpower supply for the machine-tool industry. Atten- 
tion will be given to such matters as housing, transportation, and voluntary trans- 
fer of workers from activities which are not defense-connected and which are not 
included in the “List of Essential Activities.” A subcommittee representing the 
machine-tool industry should be set up by each area labor-management com- 
mittee, where necessary. The committee should be invited to consider particu- 
larly ways and means of acquainting the publie with the importance of this indus- 
try’s production in the defense mobilization program. 

The subject “Manpower Program for the Machine-Tool Industry” should be 
included on the agenda for the next meetings of area labor-management com- 
mittees. 

It is requested that the State agencies advise the Bureau as to the steps taken 
and progress made by each local office concerned in developing and carrying out 
a comprehensive action program designed to meet the increased manpower needs 
of the machine-tool industry. The first letter should be sent so as to reach the 
regional office by September 12, 1951, and additional letters should be sent at 
such frequency as may be warranted by significant developments in this con- 
nection in the areas concerned. 

Sincerely yours, 


Rosert C, Goopwin, Director. 
As a result of the reports collected by the local offices of State em- 
ployment security agencies, the United States Department of Labor's 
Defense Manpower Administration has cooperated by furnishing your 
committee with the pertinent data relating to the current situation in 


the highly concentrate rd mac ‘hine-tool areas. 
REQUIREMENTS SURVEY 


Despite indications of widespread stringencies of certain skilled and 
semiskilled occupations, particularly of milling machine operators, 
engine lathe operators, t tool and die make rs, floor molders, coremakers, 
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and machine assemblers, machinery employment increased by almost 
a third between September 1950 and September 1951. Reports col- 
lected for the month of Septembe r from 376 metalworking machinery 
establishments including machine-tool accessories, indicate that em- 
ployment increased roughly 2 percent since July 1951 and 30 percent 
since September 1950. In the machine-tool industry the increase was 
33 percent. In metalworking machinery industry the rise was much 
less—roughly 18 percent. 

The machine-tool industry estimates its additional requirements as 
5,800 by January plus another 100 by March. Employers in the 
metalworking machinery industry anticipate an employment expan- 
sion of 1,200 by January and an additional 400 by March. 

The following table shows the labor market areas in which the 
majority of the additional machine-tool workers are siiedisied, Of 
the 16 areas shown, 11 are classified as areas of balanced supply, and 
1 as labor shortage. Three areas are classified as having moderate 
labor surplus and one as having substantial labor surplus. 


Wachine-tool industry only 


ay 7 . 
Employment Additional 


workers 

: . required 

September | September 

“P0950 P08! : by January 

GROUP I--AREAS OF LAROR SHORTAGE 
Hartford, Conn on nate Sie istiaiiies cies ASR ag cael et 3, 308 5, 123 330 
GROUP Il AREAS OF BALANCED SUPPLY 
' 
Bridgeport, Conn sa 2,619 4, 048 | 307 
New Britain-Bristol, Conn 1, TSO 1, 845 | 65 
Chieago, Ii] 769 1,040 | 90 
Rockford, Ill 4, 820 5, 690 | 295 
Indiana = 442 M46 | 79 
Baltimore, Md - 130 185 | 115 
Cincinnati, Ohio é : a 7,007 9,808 | 827 
Clev ind, Ohio al 7, 521 10, 070 1, 070 
te ten -- 852 527 183 
Madison, Wis oo ee 1, 331 1, 674 | 126 
)UP III—AREAS OF MODERATE LABOR SURPLUS 
Bost« Ma R39 1,073 104 
Springfield~Mount Holyoke, Mass 1 OOL 1, 522 208 
Worcester, Mass i ay 2172 3, 870 699 
Detroit, Mich a 5, 729 6, O6F RRS 
*ROUP IV AREAS OF SUBSTANTIAL LABOR SURPLUS 
Pr PO Cie Bavekacnunsnsatesminaddiwhuance 874 1,472 91 
Grand total......- —_ il eas 40, 994 55, 459 5, 567 


1 Grouped to avoid identity. 
RECRUITING PROGRAM 


Scarcity of skilled and semiskilled metalworking machinery work- 
ers was widespread during September. Major needs were for mill- 
ing-machine operators, coremakers, engine-lathe operators, tool-and- 
die makers, floor molders. and machine assemblers. 

In an effort to obtain the needed skilled and semiskilled workers. em- 
ployers have resorted to every known recruitment channel, including 
the use of public employment office local and clearance facilities, 
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radio and newspaper advertising, and appeals to former employees. 
There is little reason to believe, however, that these methods will be 
too successful in view of the national shortages in the occupational 
skills needed and the lengthy training period required for such skills, 
from 2 to 3 years for top skills. There was, therefore, special empha 
SIs upon such measures as the relaxation of phys cal and age spe fica 
tions, the employment of additional numbers of women and nonwhites, 
in-plant transfers, job dilution, and on-the-job training. 

Because of reports that production sc] ed iles have been J npeded 
because of manpower shortage, the Bureau requ ted its regio il offices 
to obtain detailed information from machine-tool establishments in 
November. A summary of this information will be issued as a separate 
report early in January 1952. 


Labor PuPrn-over 


Quits comprised by far the majority ot il} S<eDA tions i repo ting 
metalworking plants during’ September. 
iecession and separation ra Septe f 
Py pe f 
Machine tool 4.6 
Metalworking (other thant hine t 2 7 5 
All durable goods (BI lata ‘ 2 ] 4.5 


Waa es and hours 


1 1 1 


The overwhelming majority of firms within the metalworking ma- 


chinery industry offered men entry wages of 51 to $1.25 per ho 
ing September, with only a small proportion of all entry wages less 
than Sl. Ie) try rates for wome were somewhat lower with a ¢ 
centration in the bracket of $0.90 to $1.17. However, a tantial 
number of firms offered women the same entry wages as ni \ver- 
age weekly earnings (BLS data) within the metalwork og mach ery 
industry of S87 80 in Septembe r represented a substant ul I ( 
the September LO5O average of $713.42 Ave} Lore weekly eal OS for 
all durable goods during September of this year were $70.84, as against 
$65.14 for September 1950, 

Only a negligible l umber ot metalwork ne ma hing ry yla ts 
on a scheduled workweek of less than 40 hours during September. 
Roughly 37 percent were si heduling 40 to 48 hours and nearly half 


were working more than tS hours per wet k. \eeording to BLS data. 
average wet kly hours in the industry had increased from 13.0 in 
September 1950 to 46.8 in S ‘ptember 1951. Metalworking machin ry 
establishments were generally on a two-shift basis during the month 
of September. 


Analysis hy APrCAS and ( say 8 


As a result of the local contact program whereby the local employ 


ment office calls on each machine tool plant in the area, the Di part- 
ment of Labor has reports on over 100 metalwe rking companies of 
all classes. From these reports the Department of Labor compiles 
statistical data showing tl] , 

1obs, the loeal manpowel situation and the extent of defense pro- 


duction in each plat Be This information Is made available to all 


le companies, number ind types of open 
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interested officials and field offices for administrative purposes in 
helping to further resolve this manpower bottleneck. 


Manpowe r losses to Armed Forces 


From an analysis made among more than 200 machine-tool com- 
panies earlier this year, it was found that manpower losses to the 
Armed Forces up to that time had totaled about 12 percent of total 
employment in the industry. 

In view of the extreme short: ige of skilled operators, the Chairman 
of the Manpower Policy Committee in ODM has been working closely 
with the Defense Department and the Selective Service System on 
this problem. We are advised that both the Defense Department 


the Selective Service System have issued instructions that when 
calling up reservists or when local draft boards are selecting draftees, 
special consideration should be given to supervisors, skilled opera- 
tors, and apprentices in the industry. Your committee feels that this 


is a very necessary policy in view of the critical circumstances, 

Your committee also wants to compliment the Chairman of the 
Manpower Policy Committee in the Office of Defense Mobilization, 
offici: ee in the Department of Labor, Defense Manpower Administra- 
tion, ' Directors, State employment security agencies, and others 
who as assisted in developing and implementing this special man- 
power program. 

Your committee has been assured that every effort is being directed 
on all fronts to meet the manpower requirements of the machine tool 
industry and that there is good evidence that a good job is being done. 











PART III 
GENERAL Services ADMINISTRATION FUNCTIONS 


The role of the General] Services Administration In the mac¢ hin Loo 
program 1s purely administrative. . . 

The responsibility for promoting, develop noe, coordinatil . 2 
carrying out the machine-tool program, rests with the National Pro 
duction Authority, except to the extent that General Services Ad 
ministration performs certain administrative functions under a1 
agreement with NPA. 

This part of the report has been prepared in three parts and deals 
with the historical background of the program a l its present status 
with respect to 

A. Machine-tool pool contracts. 

B. Leasing Government-owned machine tools. 

C. Financial assistance available to the machine-tool industry. 

D. Financing the machine-tool program. 

Discussions that led to GSA’s present role in the program 
started early in January 1951. By letter of February 28, 1951, from 
the Administrator of the National Production Authority, counter 
signed, March 2, 1951, by the Administrator of General Services, the 
working relationships between NPA and GSA were formalized 


wer 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
OFFICE OF ADMINISTR 7 
Washington 25, February 28, 1951. 
Re: Metalworking-machine pool orde1 
Mr. Jess LARSON, 
{\dministrator, General Services Administration, 


Washington 25. D.C 


DrAr Mr. LARSonN: We write to confirm our conversations with you concer! 
ing the above matter 

1 We have issued two orders re la ng to machit ¢ tools Ss IK h ( rders were 
issued in the form of exhibits A and B hereto annexed 

2. From time to time we will transmit to you, in accordance with exhibit A 
recommendations for pool orders for metalworking machines. Such recon 
mendations will be in the form of exhibit C hereto annexed. We understand 
that you will place firm orders with the various producers of metal-working 
machines in accordance with such recommendations, and in substantially the 
form of exhibit D hereto annexed. 

3. Fach of the above-mentioned recommendations will be accompanied by a 
certificate in the form of certificate hereto annexed as exhibit E. This certificate 
will be issued to authorize the use of DO ratings in connection with said pool 
orders. The digits to be used with said ratings will be 98. 

t, Each of the recommendations from time to time transmitted to you a 
aforesaid, will contain a statement of the total estimated dollar amount of 
orders We understand that you undertake, upon receipt of recommendations 
from us, to enter into firm pool orders up to a total dollar amount of $350,000.000 

D Except to the extent that production and delivery of machine tools is con 
trolled by exhibits A and B hereto, responsibility for administration of the 
machine-tool pool contract (the firm order) is that of the General Services Ad- 
Ininistration, 
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If this letter, together with the attached exhibits, sets forth the understand- 
ing and working arrangement between us, will you kindly so indicate by signing 
the acceptance at the foot of the carbon copy hereof. 

Sincerely yours, 
MANLY FLEISCHMANN, Administrator. 

The foregoing letter correctly sets forth the understanding and working ar- 

ingement between National Production Authority and us. 


JESS LARSON, 
Administrator, General Services Administration. 
Marcu 2, 1951. 


POOL ORDER CONTRACTS 


In the beginning the machine-tool program was implemented large- 
ly through the placing of contracts with producers of machine tools 
so in effect, underwrote the production of machine tools, thus 

ncouraging expansion of the industry. These contracts are known 
is machine-tool pool contracts. The program is similar to one car- 
ried on for the same purpose by Defense Plants Corporation during 
World War ag 

In designing a pool contract for the current program, GSA availed 
tself of the experience of DPC as well as subsequent planning of a 
stan dby nature done by the National Security Re saa Board cs 

‘ National Security Act of 1947. Machine tool pool contracts origi- 
nabs tendered to machine-tool producers by GSA were patte rned 
after the so-called phantom order designed by the National Security 
Resources Board as a part of their standby planning. Its use required 
modification to fit it into then current contracting authority vested in 
GSA. Also, the first standard form of machine-tool pool contract 

sed was drafted in the hght of comments and recommendations made 
by the industry itself. 

Under the terms of the machine-tool pool contract, any mac hine 
Or not ordered by a user at time of con ip letion can be de livered to 
(aS.\ for storage at 821 » percent of the produe er’s list pr ice re prese nt- 
ng the producer’s manufacturing cost. Thereafter, the stored tools 


may be sold by the producer and delivered to others from storage, 


whereupon the producer refunds the 8214 percent payment received 
from GSA. The pool contract also vests in GSA the right to remove 
tools from storage and install them in Government-owned plants or in 
privately-owned plants under a lease arrangement between GSA and 
the owner of the private » plant. In the event of such removal on 
torage by GSA, the —— receives an additional payment of 7 

percent of the list price, thus bringing the total GSA payment for i 
so Installed to 90 percent of the list price. Inthe event of termination, 
the contract obligates GSA to pay to the producer all manufacturing 


costs Scie to machine tools not covered by a firm order at date 
of termination. 

The original pool contracts were executed under a combination of 
authority contained in the Federal Property and Administrative Serv- 
ices Act of 1949 (63 Stat. 377), the Defense Production Act of 1950, 
Public Law 774, 8ist Congress, approved September 8, 1950, and 
Executive Orders 10161 and 10200 issued under the latter statute. It 
was felt that the Defense Production Act alone did not constitute ade- 
quate authority to negotiate the contracts. Therefore, it was nec- 
essary for the Administrator of General Services to make the findings 
ind determinations required by section o02 cI (1) of the Federal 
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Property and Administrative Services Act of 1949, above, in order to 
negotiate the machine-tool pool contracts. 

Pursuant to the working arrangement with the NPA and in ac- 
cordance with certificate of necessity dated January 19, 1951 (see be- 
low), from the NPA Administrator (in whom such certifying au- 
thority was then vested by the provisions of Executive Order 10161 
since Executive Order 10200 had not yet issued). Machine-tool pool 
contracts are entered into by GSA. NPA makes the recommenda- 
tions as to the delivery requirements, prices, size, type, and quantity 
of items to be ordered from each producer. 

DEPARTMENT OF COMMERCE, 
NATIONAL PropucTION AUTHORITY, 
Washington 25, January 19, 1951. 
Hon. JEss LARSON 
tdministrator, General Services Administration, Washington 25, D. C 

DEAR Mk. LARSON: The estimated near-future requirements for machine tools 
for defense production indicate that the current production rate of the machine- 
tool industry should be approximately doubled within the next 12 months. To 
accomplish this, 1 propose three major actions: First, pool orders to be placed by 


the Government with machine-tool producers; second, the National Production 
Authority will provide assistance to such producers in obtaining materials and 
components for the pool orders and other rated orders; and third, the machines 


produced on this schedule will be allocated if necessary, to military contractors 
and to direct Government procurement. 

In order that a supply of machine tools will be available, when needed for 
defense production, I deem it necessary for the Government to — ‘rwrite an 


increased production of this type of equipment. The chairman, Mr. John LD). Smali 
informs me that the Munitions Board is not in a position to place por orders with 
machine-tool produ ers. I, therefore, recommend tiuat oul Adininistration 


execute appropriate contracts with qualified producers for the production of ma- 
chine tools, cutting tools and gages, such contracts not to « soued a total value 
of $440,000,000, of which $90,000,000 will represent cutting tools and gages. The 
National Production Authority will supply you with recommendations on the 
size, type, and quantity of items to be ordered from each producer. 

Messrs. McCoy, Smith, and Houser of my staff have conferred with you on this 
proposal. They and others of my staff are available for consultation with your 
staff to work out details and mutually satisfactory arrangements for carrying 
out this program. 

I shall be happy to discuss any phase of this matter with you personally. 

Sincerely, 
W. H. HARRISON, Administrator. 

During the period March 22, 1951, until August 20, 1951, 48 con- 
tracts for machine tools, valued at $167.385.728, had been tendered to 
producers. Of the 48 contracts tendered, 18 contracts, covering 4.357 
machine tools valued at $49,584,847, were accepted by the producers. 

Sever: al factors were deve loped dur ing the above per iod which mn ade 
producers reluctant to accept the tendered contracts. Remedial meas 
ures were adopted and all producers who had not accepted contracts 
by August 20, 1951, were mh sabe to return the unaccepted contracts. 

Some of these factors were: (a) dissatisfaction on the part of the 
industry vee the type of Government financial assistance available: 
(>) disag reement on the part of the industry with certain of the basi 
proy isions of the machine-tool pool contract: and (c) the need on th e 
part of the indus stry for Government assistance above and be yond t] 
underwriting pool contract. However, it soon became ap pare t th at 
the real ret: arding factor was the ce iling pric e situation with respite 
to machine tools as it then existed under the Gener: ral Ceiling Price 

} 


Regul: ation dated January %6, 1951. Ceiling P rice Regulation 30. dated 


{ 


May 4 , 1951, and supplements and revisions to these two regulations. 











72 DEFENSE PRODUCTION ACT 
Wilson directive 

Under date of July 9, 1951, the Director of Defense Mobilization 
issued a directive in which he set forth certain measures determined 
to be necessary to increase production of machine tools. Among such 
measures were modification of the ceiling pr ice regulation by the OPS 
and the making of advance payments by GSA not exceeding 30 percent 
on machine-tool pool contracts. 

Other measures set forth in the directive with respect to which GSA 
has a responsibility, involving principally facilities assistance to ma- 
chine-tool producers, will be treated upon later in this report. 

GSA, again in cooperation with the NPA and with the advice of 
the machine-tool industry, revised its form of machine-tool-pool con- 
tract. The new contracts were tendered to machine-tool producers 
beginning August 28,1951. (See appendix, p. 100.) © Among the prin- 
cipal changes in the contract designed to stimulate production of 
machine tools were: (a) A provision precluding set-off against 
moneys due under the contract in the event of assignment, as author- 
ized by Public Law 30, Eighty-second Congress, approved May 15, 
1951, amending the Assignment of Claims Act of 1940; (b) a pro 
vision for advancing funds for working capital not exceeding 30 per- 
cent of the contract price at 4 percent interest per annum; (¢) a pro- 
vision extending the coverage of the pool contract until date of deliv- 
ery of tools to a user as distinguished from the date of a receipt of a 
firm order as was the case in the original pool contract; and (d) a 
revision of the termination provisions of the contract designed to give 
the producer better protection in the event of termination. 

It is significant to note that while the machine-tool industry pre- 
viously had pointed to the nonavailability of advance payments as one 
of the principal retarding factors in the program, statistics furnished 
later in this report reflect that only a relatively small percentage of the 
total production contracted for to date has been made the subject of 
an application for such advance payments. 

As a further measure designed to stimulate expansion of machine- 
tool production, GSA in cooperation with the NPA and the Board of 
Governors of the Federal Reserve System worked out simplified ar- 
rangements for guaranteeing loans under regulation V. These ar- 
rangements will be treated upon in more detail later in this report. 
STATUS of contracts 

As of December 31 a total of 127 machine tool-pool contracts has 
been tendered to machine-tool producers covering 74,295 machine tools 
valued at $1,165 million. Of the total contracts tendered, 79 covering 
55.496 machine tools valued at $855 million have been accepted 7 the 


producers: 16 contracts covering 3.726 machine tools valued at $64 
million have been rejected by a0 produc er, and 32 contracts « ie 
15,072 machine tools valued at $246 million, are pending acceptance 


by the producers. With reupee t to the pending 52 contracts, many are 
the subject of current negotiations with the producers for revision of 
the coverage of the contract or for modification of particular provi- 
sions of the contract to fit more adequately the needs of a particular 
contractor. There is every reason to believe that agreement will be 
reached and the tendered contracts accepted by the producers in the 
near future. The 16 contracts which have been rejected by the pro- 
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ducers either are or have been the subject of discussion between GSA 
and the NPA and will be made the subject of individual discussions 
in the near future with the individual producers with a view toward 
coming to agreements enabling acceptance of the contracts by the pro- 
ducers. 

All recommendations for the execution of contracts received by 
GSA have been made the subject of contracts tendered to the pro- 
ducers. 

Contractors who have accepted machine-tool-pool contracts are re- 
quired to submit to GSA one monthly report (GSA Form No. 616) 
summarizing their performance duri ng the month under the contract. 
The report is used administratively by GSA and NPA to follow th 
progress of the contract from the standpoint of mac hina s produ ed 
and their disposition. 

Contract re Y7SLONS 

Negotiations to date with the various producers have resulted in 
numerous modifications and supplements to the standard form con- 
ae in order to arrive at agreement and acceptance of the contract 
by the producer. Some such modifications and supplements have 
been necessitated by circumstances unique o a particular producer. 
Others have been necessitated to afford the produe ers more equitable 
price escalation and progress payment of termination claims. 

A further revision of the standard form of pool contract currently 
is in progress to iIncorpor: ite the provisions developed as stated ibove 
and to effect certain other minor revisions for greater clarification of 
the rights and liabilities of the parties. Again, as in the case of the 
original contract and the first revision, this current revision is being 
made in cooperation with the NPA and with the advice of the industry. 
In addition. in formal liaison has been established with the depart- 
ments of the Department of Defense for the purpose of assuring 
uniformity of any contract provisions which are common to the GSA 
pool contract and the Department of Defense direct procurement con- 
tract. The common provisions relate, soon to (a) pri e escala- 
tion: (>) advance payments ; and (¢c) termination. 

There are only two major areas with cael to the machine tool- 
pool contract in which some disagreement still exists between GSA 
and the industry. First. the matter of profit on term ition In which 
GSA thus far has declined to agree to pay profit on uncompleted 


work in the event of termination, their theory being that the contract 


is an underwriting contract which ouarantees thi producer against 
loss and consequently there exists no just ication for also fuaran 
teeing the producer a profit on producti on \ hich, in the final malysis, 
will not he seaeteed for national defé nse purposes, : 
The contractors, on the other hand, con tend that they should receive 


the same profit in the event of termination of the pool conti 
provided for under the direct purchase contracts entered into by the 
Department of Defense. This question is un der current discussion 
between GSA and NPA. 

Your eommittee feels that the contractor has a right to expect the 
same consideration with respect to profit protection In sim har types 
of items from one agency of the Government as from another. — 
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The second area where disagreement exists between the GSA and 

the industry relates to the matter of interest on advance payments. 
Because of the nature of the contractual relation with the industry, 
GSA feels that there is no justification for making working capital 
advances on an interest-free basis. In fact, GSA feels that the *y have 
no alternative in view of the intent of Congress as expressed in the 
Defense Production Act of 1950, as amended, section 302, which reads 
in part as follows: 
Such loans may be made without regard to the limitations of existing law and 
on such terms and conditions as the President deems necessary, except that finan- 
cial assistance may be extended only to the extent that it is not otherwise avail- 
able on reasonable terms. 

It is GSA’s position that since the powers conferred by the act to 
promote the national defense are required to be used within the frame- 
work, as far as possible, of the American system of private enterprise, 
that GSA is not authorized to extend financial assistance on better 
terms than are available from private sources. 

While it is true that no interest was charged on the 30-percent cash 
advance with machine-tool-pool orders placed in World War II and 
therefore, that industry is opposed to an interest charge made on 
advances under the current program, it should be noted that the afore- 
mentioned congressional mandate was not a part of the statutory 
authorization under which the World War II program was conducted. 

It should be noted that by virtue of the Defense Production Act 
amendments in 1951, Public Law 96, Eighty-second Congress, ap- 
proved July 31, 1951 (see sec. 103 (a) amending sec. 303 (a) of the 
Defense Production Act of 1950) the machine tool pool contract is 
now executed entirely under authority of the Defense Production Act 
of 1950, as amended. 


LEASING GOVERN MENT-OW NED ‘TOOLS 


In accordance with the directive of the Director of Defense Mobi 
lization of July 9, 1951 (referred to previously in this report), and in 
cooperation with aa NPA, GSA enters into lease with machine-tool 
producers upon the recommendation of NPA. 

The manner in which GSA earries on this procedure and the details 
relating to the contracts tendered through December 31, have been de 
scribed at length under “Leasing to Machine Tool Builders.” on 
pace a2. 

lor the purpose of this phase of the report we are repeating here 
the total dollars for which the Government is committed as a result of 
these transactions. 

As of December 31. 45 recommendations for installation of Govern 
ment-owned tools in privately owned — have been received by 
General Services Administration from the National Production Au- 
thority covering ¢ equipment valued at $22 million. Of the total 
recommendations received, 37 covering 1,163 tools valued at $19 million 
have been made the subject of letter agreements tendered to producers, 
of which 382 covering 1,117 tools v; lued at $17 million have been ae 
cepted by the producers and the balance are pending. Letters of 
intent on the remaining 5 cases, covering 46 machine tools, valued at 
s2 million, currently are in the process of preparation of negotiation 

ith the particular producers. 
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FINANCIAL AIDS AVAILABLE FROM GOVERN MEN' 


The original standard form of machine-tool pool contract did not 
make provision for direct Government financing of the pool contract 
through 30 percent cash advance to the producer as was the case in 
World War II but GSA was prepared to guarantee loans under the 
V-loan program (regulation V, as revised effective September 27, 
L950, of the Board of Governors of the Federal Reserve System ). if 
such financing was necessary. 

From the Inception of the program until October 1951, no formal 
requests for V-loan financing were received. ‘The original provisions 
were not satisfactory to industry. 


) 
HW) perce nt cash advance 


Because Government cuaranteed borrow he often 1s not a satisfat 
tory method of financing production, a simplified procedure was es 
tablished on August 24. 1951, to provide for cash advances to manu 
fucturers who hold Government machine tool pool orders up to 50 pel 
cent of the amount of the order. The manufacturer repays the ad 
vances as tools are sold. Interest is charged at the rate of 4 percent 
per annum on the unpaid balance. 

Where the Government makes a 30 percent advance on a pool con 
tract, there is no requirement that the proceeds of a specific contract 
be assigned to the Government as a security for repayment. The 
obligation Is represented by a note, secured Dy a len on prod CLIO] 
materials, and repayment is accomplished as tools are sold. 

Since offering the 30 percent advances for working capital | 


oO purposes 


under certain terms and conditions, 17 applicat ions for advance s have 
been filed as a@alnst a total of 9 pool contracts signed as of December 
31,1951. In addition, six contractors have requested V-loans in lieu 
of an advance. Of these 25 applications, 16 have been approved for 
advances ana ») for V loans, the other } are awalting complet on of 
negotiations on contract terms. When the nformation submitted 
by the contractor is « omplete, a disbursement of the advance requested 
is usually made within a week. To date, no application for advances 
or guaranteed loans has been rejected. 

The 17 advances requested total $42 million, and the 16 approved 
aggregate $32 million. The three approved V-loans in the amount of 
| 


] 


million are in the nature ot a revolving rund credit designed to 
provide Working capital. The three pending V loans total SSL 
million. 


~ 


Although there have been discussions with several manufacturers. 
no formal applications for plant expansion V-loans have been re 
ceived by the Administration, and we are advised that a few appli- 
cations are in the process of development. 

RFC loans 

If a manufacturer desires to expand his facilities and does not 
have adequate capital of his Own, or cannot obtain a V loan for such 
purpose, a loan application can be filed with the Reconstruction F 
hance Corporation under section 302 of the Defense Production Act. 
The REC processes these in its customary manner, but relies on other 
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agencies of the Government to determine and to certify the essentiality 
of the loans for plant expansion. With respect to the machine-tool 
pool program the responsibility for making the certifications has been 
delegated to the Defense Materials Procurement Agency by the De- 
fense Production Administration. Two applications for facilities 
loans to machine-tool manufacturers were recently received and de- 
cision in both cases will be forthcoming shortly. 

V J/oans 

After consultation with representatives of the Metalworking Equip- 
ment Division and the Board of Governors of the Federal Reserve 
System, the GSA announced on September 26, 1951, that it would 
make funds available for plant expansion, in addition to working 
capital requirements, through the V-loan program. 

Such loans are available to machine-tool manufacturers, their sub- 
contractors and suppliers. ‘Those manufacturers whose production 
is substantially earmarked, either directly or indirectly, for national 
defense are considered eligible for V-loans to finance their current 
operation. Inasmuch as substantially all tool production is now or 
shortly will be for defense contractors, defense-supporting industries, 
1 foreign governments under mutual assistance programs, the borrow- 
ing formula will not limit borrowing on the basis of defense con- 
tracts only. Present civilian orders may be ineluded. Besides the 
manufacturer need not have a direct pool contract with the Govern- 
ment in order to god for such a loan as long as NPA approves. 

A manufacturer in borrowing Soins his bank, whether or not the 
bank credit is eae by the Government, must give effect to ad- 
vances which he has received against production contracts. The 
lending agreement is normally based upon a borrowing formula which 
allows a manufacturer to draw a certain percentage against accounts 
receivable, inventory, work in process, ete. In requesting the bank 
to make a disbursement against a credit agreement, the borrower must 
cive effect to advances outstanding. In other words, his bank credit 
is limited to the extent that he has already received payment through 
advances from either the Government or his private customers. 

The broadened “no set-off” clause in contracts, pursuant to the 
umended Assignment of Claims Act of 1940 (Public Law 30, 82d 
Cong.), facilitates the use of defense contracts as a base for bank 
borrowings. The Government in making payment to the assignee is 
prohibited from setting off amounts which may be due the Govern 
ment on account of any hability of the contractor assionor to the 
United States which at rises indepe ndently of the contract. In addi- 
ion, the Government may not “set off” certain liabilities which arise 
after the assignment by reason of renegotiation fines, penalties, taxes, 
social-security contributions, ete., whether arising from or inde- 
pender tly of assiened contracts. 


t 


FINANCING THE MACHIIINE-TOOL PROGRAM 


On January 19, 1951, NPA certified to GSA the essentiality of the 
machine-tool program, and authorized for this purpose borrowing 
from the United States Treasury under section 304 (b) of the Defense 
Production Act of 1950 in the amount of $440 million. Under the 
1950 act prior to its amendment, the Bureau of the Budget established 
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a policy requiring the maximum possible liability of the Government 
to be covered by borrowing authority, although the contingene y - ut 
the gross amount of orders placed would require the use of like 
amount of funds was obviously remote. 

Assuming the worst possible condition that no market would exist 
for any machines produced under the pool orders, the Government 
would be obligated under the terms of the contract to accept the 
machines at 8214, percent of the full price. Adding to that one-half 
percent to cover incidental expenses, Or a total of 83 percent, it became 
possible to place pool orders having a gross value of n, being 
the amount certified divided by 83 percent. 

Subsequent amendments to the original certification were issued by 
DPA on March 9, 1951, reducing the borrowing authority to $100 mil- 
lion; on June 20, 1951, increasing it to $140 million; and on July 23, 
1951, again increasing it to $340 million, all within the policy of maxi- 
mum funding estab lished under the 1950 act. The 1951 amendment 
to the Defense Production Act overturned the maximum funding 
policy and section 304 (b) provided for the authorization of borrow- 
ing authority on the basis of probable ultimate net cost to the Govern- 
ment. 

Pursuant to the amendment. on August 30, 1951, DF A issued to 
GSA a revised certificate providing or for s1LSO m llion oO f | See ng au- 
thority to cover $1.2 billion of orders during the fiseal y > 1952 It 
Vas estimated that not more than S600 million of orders acta be out- 
standing at any one time, the borrowing authority to be 530 percent 
of this amount to cover cash advances. The pro bable ultimate net 
cost was estimated to be absorbed within the oo percent. 

This certificate was amended on October 10, 1951, pro ding on 








$260 million of borrowing authority. This amount is estimated to pe 
mit the placing ot S2 billion of pees orders and the installation of fa. 
cilities in contractors’ plants up to $50 million in value. Working 


capital requirements total S206 nilliea for pool order advances at oa 
$15 million for installation of facilities, while the probable ultimate 


net cost 1s presumed to be $39 million. The work no capital togethe 
with the probable ultimate net cost is the borrowing authority, or 
S260 milhon. The same certification includes $125 million nh 

tional borrowing authority, reserved for use by Reconstruction F 

nance Corporation for loans under section 302 of the act. 

The pre bable ultimate net cost of S39 mill on is bas ed on We "ar 
II experience when the total unsold machine tools amou .d to er 
percent of the total contracts made. Rounding this ear ( p to 2 
percent to cover possible credit losses would mean a S4 n illion net 
cost figure. The probable ultimate net cost for the S50 million pro 
gram for installation of facilities in contractors’ plants is set at $35 
million or 7 ) pe reent on the basis that 30 percent is recoverab On 
sale of the | items. Thus, the total probable ultimate net cost is es 


mated at $39 million 

Monthly report, GSA Form No. 616, in addition to sé rving the pur- 
pose set forth oh page 75 of this report, also serves a financial interest 
in that the contingent hability of the Government is reduced by the 
value of machines produced and marketed by reason of the contract 
provision for their elimination from the pool order. 
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The following letter addressed to Mr. Jess Larson, Administrator, 
Defense Materials Procurement Agency, from Mr. Byron D. Wood- 
side, Acting Deputy Administrator, Office of Resources Expansion, 
summarizes the latest DPA certificate. 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington 25, October 10, 1951. 
Hon. Jess LARSON, 
Administrator, Defense Materials Procurment Agency, 
Washington 25, D. C. 

Dear Mr. Larson: Reference is made to the program for the expansion of 
machine tools covered by certificate number CS—55-21—-DPA-60 which was docu- 
mented on September 27, 1951, by your office to reflect borrowing authority re- 
quirements under the revised provisions of section 304 of the Defense Production 
Act, as amended. 

The program submitted by you provides for a major expansion in scope, per- 
formance, and financing as compared to the program previously certified. Spe- 
cifically, the pool order phase of the program is increased from $1,200,000,000 in 
gross orders by June 30, 1952, to $2,000,000,000 and a facilities expansion phase 
has been added which contemplates installations of equipment in industrial 
facilities estimated at $50,000,0000, and direct loans estimated at $125,000,000. 

Pursuant to the provisions of Executive Order No. 10281, I certify that the 
program of expansion referred to above and restated in the attachment to your 
letter of September 27, 1951, is essential to national defense. 

The borrowing authority requirements are as follows: 


1. Gross transactions: 


Pool orders- $2, 000, 000, 000 
Equipment installations 5O, 000, 000 
Direct loans 125. 000, 000 
Total is $2, 175, 000, 000 


2. Estimated net cost: 


Pool orders $4, 000, 000 
Equipment installations 39, 000, 000 
Total : i , 39, 000, 000 
3. Working capital: 
Pool orders $210, 000, 000 


Equipment installations : 50, 000, 000 


Subtotal . 60, 000, 000 
Offset by estimated net cost 89, 000, 000 
Subtotal 


{ 


. . 291, 000, 000 
125, 000, 000 


Direct loans 


Total - c 346, 000, OOO 

4. ‘Total borrowing authority requirements : 385, 000, 000 
Less reserve for direct loans RFC___-. pate . 125, 000, 000 
Net authorization for DMPA 260, 000, 000 


Accordingly, the borrowing authority requirements to finance this program 
are hereby adjusted from $180,000,000 previously authorized to $260,000,000 
Henceforth, this program shall be identified by the number of this certificate 

Sincerely, 


Byron D. Woopstpe, 
Acting Deputy Administrator, Office of Resources Papansior 











PART IV 
SUMMARY AND CONCLUSIONS 


In summarizing some of the problems facing the machine-tool in- 
dustry in the months immediately ahead, your committee wishes to 
call the attention of the Congress to the fundamental principles origi- 
nally established as the basis ot our defense mobilization program. 
These principles have been discussed frequently by your committee 


and by Congress and have been agreed upon by our ranking military, 


(Government, and eivilian authorities as the course America should 
pursue in the best interest of the Nation. 

The Director of Defense Mobilization reemphasized these funda- 
mentals again in his recent address before the National Press Club 
of Washington on December 13, 1951. We quote him, in part, as 
follows: 


Che first principle was that we would produce the weapons and equipment 


needed for ourselves and our allies in about 8 years it was then estimated that 
this program would cost about $150 billions We deliberately chose this plan 
in preference to an almost vertical ascent in about a year or a year and a half 
Why? Because of the tremendous designing necessary before going into all-out 


production almost on the seale of all-out war: and because of the shattering 
effects this would have had on our economy. 


The second principle was that our program would embrace not only the pi 
duction of planes and tanks and guns In addition, it woul nelude the instal 
tion of additional military production capacity so that we could swing into all-out 
production in the event of all-out wat vhich God forbid 

The third principle was that the program would include the expansion of our 
production of the basic metals like steel and aluminum, of electric power, of pe- 
troleum, of transportation, of agriculture, and the like rhis expansion was 
based on a forward look, to enable America to meet tl lemands of fuller 
mobilization or to provide, as we hope, for a more abundant economy in the 
period beyond our mobilization build-up 

The fourth principle, closely associated with all the others, was that we would 
do our utmost to maintain as strong a civilian econ is the reasonable acco! 


plishment of our other objectives would permit 


Mr. Wilson also added : 


One vear has m passed Ss prog ! e und ck f 
sides, 180 degree apart (ne side says e are going too slow, that e sl 
have all-out mobilization—that we should go pell-mell for the productior f 
mountains of planes and tanks and guns—and to heck with the civilian economy, 
with additional production lines, with expanded bas production, with coneert 
for new des gens The other side Savs we are going too f t I =} d eut 
the program or stretch it out 

I say to you today that I have given this program long and careful thought: 
I have discussed it recently with the President and with the Defense Mohbiliza- 
tion Board, which includes six Cabinet officers and the heads of the defense 
agencies: and we have come to the unanimous g 
is sound and must be continued. We shall neither b t nee tv 
action nor lulled by complacency into soft actior 


Obviously these determinations reflect the fact that ours is a partial 
defense-mobilization program—not an all-out war program. If ‘it 
were, the cround rules would be vastly differ: nt. 

Your committee does not question the basic policies on which our 
defense program has heen projected. Inst id. your committee fully 
endorses the program as sound and practical for our national eco omv 
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It is important, however, that these issues be kept fully in mind in any 
consideration of the machine-tool situation because of their direct 
bearing upon the type of program necessary to overcome this serious 
bottleneck at the earliest possible date. 

There is one other observation which your committee wants to make. 
Even if civilian produc tion had been cut back far more severely and, 
even if larger quantities of critical materials had been made available, 
many of the special machine tools required for such top priority pro- 
grams as the guided missiles, jet engines, and new type of aircraft, 
t: e , and electronics products could not have been built until the 
dl signing and production planning stages of these defense programs 
were completed. 

This doesn’t mean that there were no delays. It does not mean that 
valuable time was not lost in effecting remedial measures and it does 
not mean that mistakes were not made. Unfortunately, all of these 
things did occur. 

It istrue that late 1950 and early 1951 were devoted to a large degree 
to letting contracts, drawing specifications, designing and training 
manpower, Because these preliminaries are a necessary requisite in 
determining the thousands of tools required for special defense pro 
orams, the Munitions Board estimates that Service contractors will 
need about $2.5 bilhon additional tools during the year 1952 
This is the primary reason why the machine-tool industry, even by 
doubling its output again in 1952, cannot hope to catch up on its 
untilled orders before late 1953. 

\fter careful appraisal, your committee believes that the industry 


now working at a level as high as can be reasonably expected under 
the circumstances. Deliveries in 1951 will reach about $629 millions 
( ouble the previous Vear and are expected to doub le again to $1 
billion in 1952. ‘The two major limiting factors will be materials ad 


inpower and both of these have now been given top priority status 
by the Director of Defense Mobilization. 

Poday machine tools are classed as the No. | bottleneck. Except for 
the fact that we are not engaged in a global war, the machine-tool 
situation is as acute now as during the hottest days of World War IT. 
Some of the causes for finding ourselves in this unfortunate situation 
were due to the inherent conditions in the industry at the time of 
Korea. These can be summarized briefly as follows: Machine tools 
are extremely sensitive to cyclical fluctuations—it is a “feast or famine” 
tvpe of business. The industry is made up primarily of a large 
number of small companies and many have only limited working 
cap tal. 

At the time of Pearl Harbor the situation was different. The in- 
dustry was off to a running start because of earlier British and French 
orders. During World War II the industry hit an all-time peak 
production. After the war, while American industry, gener: ally, was 
breaking all production records, machine-tool orders fell w ay off. 
Government disposal of large stocks of surplus tools further de ‘pressed 
sales so that when the present emergency began, the industry was in 
the doldrums. Therefore, tool builders were not in condition to ex- 
pand their own output when the impact of defense orders hit. 

The industry needed special priorities to build up its inventories; 
it needed financial help to expand its facilities and provide adequate 
working capital: it needed help in securing skilled manpower and 
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special considerations for those subject to military service and it 
needed to know what quantity of tools would be required and the target 
dates. The industry pointed oul these situations to NPA shortly atter 
the NPA Administrator was appointed in October 1950, but direct 
action along these lines was not taken until some months later. 

At that time American industry was toeled-up to capacity as a 
result of World War LI and 1h) addition the Grovernment was holding 


; . © 
over LOO Q tool ty reserve, ready Tor anv emerge! NPA oth Lis 
aid not sinvle out the probtiems: oft the m Wne-Too nadustrv a thint 


early pel iod. as being so except onally critical to the defense program 
to warrant preferential consideration over and beyond that extended 
to other (merican ndlustries, \ backlogs continued to rise at 
rap d rate month after month. the agencies Col t] ied to Walt. 

In fact, it is now admitted that in spite of the military’s clan 
that it was not possible to estimate future req irements, (aovernment 
ollicials, including the Department of Defense, should have shown a 
far greater appreciation for the growing urgency for whatever action 
was hecessary LO substantially increase prod ction of machine tools 
and cut down the heavy backlog. 

Che issuance of NPA regulations M—40 and M | o1 February 28. 
1951, was the first positive a tion taken by NPA to meet the impr Ling 
problems. These orders restricted the distribution of unrated ordei 
and set up a DO priority system for tool builders to ease their problems 


in obtaining materials for military and other DO-rated orders. Tl 


Order M—41 also required the manuta e] side 70 perce) 
of then production to take i! of the rate! 1! the m l ( 
tractors. Another feature of these regulations v that M40 made 
provisions for GSA to enter into pool-order contracts with the tool 
builders. This plan had proven extreme! esstul World W 


IL andh d been reque ted | he J ( (1 S Ca \ i Noven t 1S) 


In effeet such poo orders Ciuarante ad the prod e] o yc f due to 
i ‘ 
termination of the em reel O ny idael hift il programs 
] } } 
adversely affecting maciime-too!: orders already yp ced, 
a I I . 

It was not until the Defense Production Ad ration Was est 

' ar 1 . » 
lished in January 1951. that real attention was fo musedl on machine-too 
problems Phis was particulariyv true when machine tools started 


cause delays in the jet-engine program. 

It was Mareh 15, 1951, when DPA Production Executive Committee 
began to intensively study the over-all tool situation. Subsequent 
meetings were held about every 2 We eks until on June 28. the committee 
forwarded a memorandum to the Director of Defense Mobilization 
recommending, among other things, that the immediate actions be 
taken in regard to the following: 


l. Establish a price formula sufficient to provide a productive in 
centive, 


) 


2. Extend 30-percent cash advance payments with pool-contract 
order 

3. Establish an adequate fund to provide pool orders for all manu 
facturers interested. ’ 


t. Establish firm requirements for both the military and eivil 


for at least 1S months ahead. 

Following this action by DPA thing began to happen. The Direc 
tor of Defense Mobilization issued what is now known as the action- 
producing July 9 machine-tool directive, It was cirected to DPA, 
NPA, OPS, GSA, the Department of Defense, Atomic Energy Com 
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mission, and the Manpower Mobilization Committee and set forth a 
positive program of action with respect to every problem that had 
any bearing on the critical tool situation. 

By August the various agencies had given the machine-tool industry 
most of the stimuli it had to have to really get started in expanding 
its own facilities and subcontracting to others. The major impetus 
came as a result of OPS adjusting the price ceiling; GSA offering 
30 percent cash advance with pool-order contracts; NPA extending 
special priorities on both materials and machine tools needed by 
builders for expanding their own facilities; DPA giving top priority 
to certificates of necessity ; the Department of Labor setting up special 
Nation-wide manpower programs; and the armed services authoriz- 
ine that special consideration be extended to skilled operators. 

In a few weeks time, a big change had occurred in the industry. 
Hundreds of subcontracts were let—some firms subcontracting as 
much as 35 percent of their total production. Shipments began to 
climb each month until October deliveries were greater than new 
orders for the first time since 1949. Indications are that the industry 
has already accepted the challenge to do some bottleneck breaking of 
its own. 

The machine-tool shortage is by no means over but the major bottle- 
necks are now virtually broken. Industry has the necessary aids to 
expand their production month after month until machine tools are 
ho longer a critical bottleneck. 

There are, _— ‘ver, a few other steps that your committee feels 
might be taken by the responsible Government agencies to remove 
some of the remaining objections of the machine-tool industry. For 
instance, it is suggested that consideration be given to: 

1. Modifying the 4 percent interest rate now charged on the 30 
percent advance payments extended under the pool-order contracts 
either through elimination of the charge or modification of the price 
regulation to permit this interest as an element of cost. 

Y. Extending the same margin of profit on uncompleted tools 
event of termination as applies on completed tools under the pool- 
order contracts. 
5. Establishing a renegotiation policy for the machine-tool industry. 

|. Finding ways to prevent defense plants from pir ating skilled 
operators from machine-tool companies because of higher wages au- 
thorized for certain defense plants. 

Your committee is of the opinion - at many of the remedial meas- 
ures which have been made effective by the differe nt agencies coul l 
only have been accomp lis Lal through unusual teamwork on the part 
of the top officials in DPA, NPA, GSA, OPS, the Munitions Board, 
and the Department of Labor. 

Your committee has also been assured by several industry leaders 
that the NPA and GSA personnel, charged with administrating the 
machine-tool program in the se respective agencies, enjoy the confi- 
dence and respect of the industry and can count on the industry’s 
full cooperation in striving to accomplish an all-out production pro- 
gram in 1952 

The committee also wants to express its appreciation to the members 
of the NPA Metalworking Equipment Division, DPA, Munitions 
Soard, GSA, and other agencies for their cooperative assistance in 
the preparation of this report. 
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APPENDIX 1 


Summary, certificates of necessity, machine tools only 





Number | re ( for 

: : _ amor 1 

Issued - ..- 1137 | $78,191,000 | $70, 020, 000 $53, 162, 00 
Denied __- 24 787. OM Be 
Pending.....- ; - 80 23. 505. 000 f 

let ctisiaisneaii ‘i 1 241 105, 483, 004 70, 020, 000 53, 162, 004 


1 Includes 8 where interim certificates were requesting a total of $1,879,000 were 
of amortization to be allowed has not been determined. 


Source: Defense Production Administration, Defense Expansion Division, Dec. 11, 1951 
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of applications for necessity certificates pending, machine tools (Dec. 11, 1951) 


rnia 
] Angeles 
Burg ‘Tool Manufacturing C¢ 
Fibrefor Tac ne Work 
echnical Products ¢ 
Lynwood: Elliott Engineering Co 
lorrance: National Supply Co 
inecticu 


re, Richard | 
i. ol ae 








anufacturing Co 


Bement-Pond Co 





Ct Continental Can Co., Ine 
Love rk: Fenlind Engineering C¢ 
Rock 
Rehaberg-J son Manufacturing Co 
South W er ( p 
in 
Lawrencebu Bardes Forge & Foundry ¢ 
uth Ber sible lachine & Foundry 
G rd: Western 7 1M ulacturi (¢ Ine 
ach 
Beve Ke s. Co 
Cireenfie j 1¢ nm Mac ! ( 
Hat Port ‘icLeod Ma e'1 ( 
Hopedale: Draper Corp 
Lee: ¢ k-Aiken 
Springfield 
Van Norman ¢ 
Va ty Manuf tu ine 


Metal ts, Inc 
Da }. H. Co., I 
Hoeltge B Lr 
Le Blond, R. K. Mach loo 
! Elect | Co 
( eland 
I Burt Co 
lo 
Lucas \lach Div mn 
Lawson & S« ms Co 
N h & Merr her Machi 
0) r 1 if vw CC 
Colum ina: | r Co 








Date filed 
19F 


Oct 
Nov 
Oct 
Mar 
Sept 


Au 


Amou 





7 SILT. OO 
21) 24. 000 
t 153, 006 
23 13. 000 | 
( $49. OOO | 
” 199. CM 
5 151. OM 
346, OOO 
5). O00 
11 », OOD 
2 2. OO 
17 250. 000 
1 000. 000 
4 05, OOF 
7 1. O70. 000 
s 111, 000 
24 lt im) 
t §, OOO 
10, 000 
14 210, OOO 
2, 07 000 
322, OOO 
| 68, OO 
{ 265, OOK 
3 OU 
20 RY. OOD 
! 9, OOO 
tn 
' 
( > 
{ 6. Om 
1), OF 
’ 
} 
( 
( l 
, 1 Mu) 
ée I n 
4 ") 
' 1 ‘ 
24 117, OO 
1 602, 0 
27 14. On 
) x (iM 
t} > (nM | 
i 
0 7 wi } 
é 21, OO | 
5 263. OOO j 
23 RO, O00 i 
] 724, OOO 
2 474, OOO 
3 4) | 
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List o} appl cations for necessit i certificates pen ] ng, mac hine tools De 11, 19851 
CG tinued 
PA 
‘ AD] 
Or Cont 
umbu 
224 | 2 > 
Lootet | i } ( re) 
15225 ale J ( 


14178 Pt I I 

15803 | Rhode Island: VW 

12601 rexa W ict t \ I 2 
Vermont pr f 

14299 Bryant 1 ; AA 

14 Fell : ( 

16290  W | > I ) & 


Summary, certificates of necessity, metalworking machinery 


4 4 
Issued X aN RM * 
Denied “ 
Pending 8 
Total x 
‘ 
Include 1 w r rt t > N 
rt n to b \ IST 
ree: Defe I t 4 trati ) ‘ 
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List of applications for necessity certificates pending, metalworking machiner 








j 
” inufac turers De Cc Fi, 1951 
Date se 
aA Appl t and location of facilitic filed Amount 
\ 051 requested 
I Chicag 
169 Clearir Nl ( ! June 13 £848 OOO 
» Miehle Print Pre Manufacturing Co Nov 139, 000 
124 Michigan: Ferndale: Punch Press Repair ¢ I June 18 262, 000 
M esot 
Lake City: O’Neil Irwin Manufacturing May 11 185, 000 
{ Mir polis: Rodge Hydraulic, Inc Au 30) 16, 000 
07 | M i st. Lou Ix ney, J.R July 13 209, 000 
871 New Jersey: Perth Amboy: Marine Fabr tors C Apr { 9 000 
New Y 
Butfal 
8 Niagara Machine & Tool Works June 12 37, 000 
{ 1 Au 22 135. 000 
Farmingdale: Et Machine C Ir June 25 17. 000 
N } | I va 
S518 Wales-Strippit Cory Apr. 29 135, 000 
2 j June 28 28 O00 
Hudson: V & O Press Co (Division of Emhart Manufacturing Co.). Mar. 22 152, 000 
(>? 
Clevel 
is Bath, Cyril Co Oct 4 55, 000 
R18 ( imbia Vise & Manufacturing ¢ Apr. 13 3, OOO 
R749 Hamilton: Cincinnati Shaper (¢ May 1 6, 391, 000 
14572 New Bremet Stal », Ine Sept. 19 25, OOO 
132 Piffin: National Machinery C July 30 135, 000 
enn 
Pent 
13492 Alburt Loma Machine Aug. 2 439, 000 
109 Bellefonte: Sutton Engineering C Apr. 5 72, 000 
\ 
Canceled Nov. 30, 1951 Replaced by TA No. 15757, the Cincinnati Shaper Co., Cincinnati, Ohio. 
Date f iN 14. 1951 Amot t req t $3,913,000, 
~ ; 2 » 
APPENDIX 3 
Contract No. _ 
Approved by direction of the Secretary of the in accordance with 
findings dated 
, Chief, Procurement Division. 
FACILITIES LEASE AGREEMENT 
Lessee 
Address 
The Commanding Officer, = ewe ceeoeoe 


will have over-all administrative responsibility for this lease. 
The necessary Government property records in connection with this lease will 
be maintained by an industrial accountable property officer designated by the 


flicer having over-all administrative responsibility 
rt lease has been authorized under Public Law 364, Eightieth Congress. 
FACILITIES LEASE AGREEMENT 
his lease agreement, hereinafter sometimes referred to as “this contract” 
° entered into as of the dav of , 1951, between the United States of 
\merica, Lessor, hereinafter called the “Government,” represented by the Con 
tracting Officer executing this contract, and , a Corporation organized 
and existing under the laws of the State of and having its principal office 
in the City of , hereinafter called the “Lessee” or the “Contractor” ; 
Witnesseth that: 
Whereas it is desired to increase the capacity of the industry of the 
Nation to meet the demand for > and 


Whereas it has been determined that the property listed on “Schedule A” 
hereof is not surplus to the needs of the Department of the and is not 
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presently required for public use and that the leasing thereof hereunder will 
promote the national defense: 
Now, therefore, in consideration of the premises and mutual covenants and 


agreements herein contained the parties hereto agree as follows: 
1. Leased facilities 

1) The Government hereby leases to the Lessee the facilities listed on 
‘Schedule A” attached hereto and made a part hereof effective with respect to 


each item leased hereunder as of the date of receipt thereof by the Lessee. 


Such facilities are sometimes hereinafter referred to as the “leased facilities.” 
These facilitic will, the extent not previously delivered to the Lessee, be 
delivered as On as practicable after the date of approval hereof under the 
provisions of Clause 23 hereof to the Lessee’s plant designated in “Schedule Ae 
or, at the Government's option to the railroad siding nearest said plant 

(b) Subject to the provisions of ¢ 


ause 4 (c), the leased facilities are furnished 
without warranty, express or implied, on the part of the Government as to 
, : 


t 


serviceabilits or fitness for use 


(c) The Lessee sha ubject to the provisions of the “Termination” clause 


hereof, bear the cost of instal 


lation of such facilities. 


2. Use of leased facilities 


The Lessee may use the leased facilities for all legal purposes, prov ided, how- 
ever, subject to the provisions of any other applicable priority systems estab- 
lished by the Government, that the Lessee shu not use them for work which 
would interfere materially with the performance of Government contracts or 
subeontracts and provided further that priority shall be given, with due regard 


to existing commitments, to contracts and subcontracts 
e > 
8. Rental and term of lease 
(a) The Lessee shall pay rent for the leased facilities at the rate of percent 


per annum of the acquisition cost thereof as such cost is set forth on Schedule 
A hereof. Such rental shall commence upon the first of the month in which 
the operation of the leased facilities is commenced or upon the first of the 
calendar month after receipt of the leased facilities at the Lessee’s plant 
nated in Schedule A hereof whichever is earlier and shall be paid quarterly 
by calendar quarters during the term of this lease and shall be paid for 
preceding quarter not later than ten days after the end of each such period ai 
rent shall be paid by check payable to the Treasurer of the United States and 
shall be mailed or delivered to the Contracting Officer or such other person as 
may be designated by the Contracting Officer for transmittal to the Budget and 
Fiscal Division of Headquarters, , accompanied by a statement in trip 
licate explaining the amount of such payment. Such quarterly payments shal 
be equitably adjusted for any incomplete calendar quarters at the beginning or 
end of this lease, upon termination hereof, or upon beginning or end of abatement 
periods as hereinafter provided. Such rental payments shall be a 
or part of the leased facilities during periods of three months or more during 
which no use is made thereof. Such abatements shall be effective upon advance 
written request by the Lessee to the Contracting Officer representing that no 


] 
i 
4 








mated for all 


nths or longer 


use of designated items of facilities during the following three m 
is then contemplated. Such abatement periods shall be ended by a similar 
notice advising of intended resumption of use and shall end upon resumption 
of use. If such resumption of use occurs within three months after the com- 
mencement of any abatement period rental will be due for the entire period as 
if no abatement had occurred. Otherwise rental will recommence on the date 
f resumption of use. Notwithstanding the foregoing an abatement period can- 
not be activated by the Lessee in less than three months after the end of any 
preceding abatement period for the item of facilities involved. Said rental 
payments shall also be abated for all or part of the leased facilities during 
periods in which such item or items are rendered unusable by causes for which 
the Lessee is relieved of responsibility hereunder 

bh) The term of this lease shall commence upon the date of recei 


) 
I 


pt by the 
Lessee of all or part of the leased facilities and shall, subject to prior termina- 

on, continue for five vears thereafter and may be renewed for an additional 
five-vear term at the option of the Lessee. 
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j. Maintenance of leased facilities 

(a) The Lessee shall at its own expense perform all necessary maintenance 
and repair of the leased property other than as provided in subparagraph (c) 
hereof in accordance with the best industrial practice. 

(b) As soon as practicable after the execution of this lease the Lessee shall 
submit to the Contracting Officer for approval a statement of the minimum 
maintenance program proposed to be maintained under the requirements of 
this clause. Upon approval thereof by the Contracting Officer such program 
shall not be changed or deviated from without the prior approval of the Con- 
tracting Officer. 

(c) It is agreed that the Government will make or have made at its ex- 
pense all initial repairs and initial parts replacements necessary to place the 
leased facilities in proper operating condition and will repair or have repaired 
at its expense any breakage or failure of the leased facilities Caused by defective 
materials, or workmanship therein which may occur during the first year after 
receipt by the Lessee of the item of facilities involved. 


5. Liability for leased facilities 

rhe leased property shall be returned by the Lessee to the Government in as 
good condition as when delivered to Lessee or restored hereunder, whichever 
condition is the better, reasonable wear and tear and loss, damage or destruction 
for which the Lessee is hereinafter relieved of liability excepted. The Lessee 
shall not be liable for any loss, damage or destruction of the leased property 
except for loss, damage or destruction caused by its failure to exercise that degree 
of care with respect to such property which a normally prudent man would ex- 
ercise under comparable circumstances with respect to his own property. In the 
event the Lessee is determined to be liable for loss, damage or destruction of any 
or all of the leased property under the foregoing provisions of this clause the 
Lessee shall pay to the Government as damages the amount necessary to place 
the leased property in as good condition as when delivered to the Lessee, or re- 
stored hereunder, reasonable wear and tear excepted, whichever condition is the 
better, or if any such property cannot be placed in such condition, Lessee shall 
pay an amount equivalent to the value of such property at the time of its loss, 
damage or destruction, less the scrap value of such property, provided that the 
Lessee may with the approval of the Contracting Officer itself repair or replace 
the lost, damaged, or destroyed property. The Lessee shall also take such spe- 
cific measures including but not limited to the maintaining of insurance as may 
be directed by the Contracting Officer to protect the Government’s interests in 
the leased property. 
6. Responsibilitu for damages and injury 

The Government shall not be responsible for any damage to property or in- 
juries to persons arising out of the use of the leased property by the Lessee, and 
the Lessee shall indemnify and save the Government harmless from any and all 
claims for any such damages or injuries. 


7. Marking and recording of leased facilities 

The facilities leased hereunder shall be suitably marked by the Lessee with 
an identifying mark or symbol as directed by the Contracting Officer, indicating 
that they are the property of the Government and the Lessee shall furnish the 
Government with such records and data with respect to such facilities as may be 
requested by the Contracting Officer for industrial preparedness planning or 
other purposes. 
G. Acce 8&8 

The Government shall at all times have access to the premises wherein any 
of the leased facilities are located, for the purpose of inspecting or inventorying 
the same or for the purpose of removing the same in the event of the expiration 
or termination of this lease. 
9. Possession 

Except as otherwise in this lease specifically provided, the Lessee shall not 
remove or otherwise part with the possession of any of the leased facilities. 
The Lessee shall not purport to pledge or assign or transfer title to any of such 
facilities in any manner to any third person, either directly or indirectly, nor 
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do or suffe invthing to be done whereby anv of such facilities shall or may be 
seized, taken in execution, attached, destroyed, or injured. 
10 Term ation 

I} ( e! V terminated i W ¢ v h respe e) e ite s of 
! eS ed i ~ ( ile A.” fron ( ¢ n] } 

] By the Govern! nt 

Wheneve the Lessee shall Li to comply Ww hi anv oft i erms < t S 
ease and shall fail to cure such default L of days (or such 
onge period } (* oe Offices XK recej he ¢ * 
I ct & Office i se fving the detault 

» Witho ; ime du , Na , y I the 
eX1S Y emerce 














| V 

(b \! t t tl¢ i i ( ‘ ‘ ! ii¢ ti¢ t S 
party ( hie } e of ‘ } T 1M j ng © ¢ t 
termina hi e ete ( ‘ hereot nad f ( f he ¢ 
hature the ce 

( { | eXpil th I ta or l i t ha ih his lease essee 
sh render 1 es l I he er! I ed ¢ ccordadance \ I ¢ 
pro s of the clause hereof en ed “Dis] on of Facilities 

d) In the event of a termination b he Government for other than default 
by the Lessee it is agreed that the Gover1 ‘ vill pay to the Lessee any then 
unamortized portion of the cost of installation of such terminated facilities ‘ 
also the cost of placing and mainta ng the facilities in stand-by condition and 
dismantling and preparing them for shipment under Clause 11 hereof; provided 
that the Government's obliga n to ] ! ation costs hereunder sha be 
limited to the amount of such costs which would be unamortized at the time of 
such termination if such costs were amortized by the essee at rate Rotant? 
to compiete su h amor ition over a perloc¢ rie in exces oO ( 3 
lease. Such costs to be paid by the Government hereunder s e «le 1 
in accordance th Part 2 of Section XV of the Armed Servic Procurment 
Regulations 
11. Disposition of fa CS 

(a) Within thirty 10) days after the expirati or total or pat termina 
tion of this lease the Contracting Officer shall notify the ¢ ractor it ting 
of the disposition of the facilities ffected thereb The C« ra 
required by written notice from e Contracting Officer ( dismantle any ¢ 
of the facilities provided hereunder affected by wh expiration or te tion 
as are designated by the Contracting Officer and prepare the sat for pu 
within the shortest practicable time after the service of ich written notice and 
in no event ter than sixty (66) days thereafter nless a nger time is a ed 
in writing by the Contracting Officer) ; or (ii) p e any or all of the f ties 
provided hereunder affected by r termi las are desig ed 
by the Contracting Office I lition and maintain the h 
stand-by condition in the premi said facilities are thet cated for 
such period not to exceed ninety may be designated by the Co1 t- 
ing Officer. During or at the end of such stand-by period the Contracting Officer 


I 


may by written notice require the Lessee to dismantle an¢ 
as provided in Clause (i) hereof. If the Contr: ; 
with respect to the disposition of the fi 
expiration or total or partial terminat 
© dismantling and removal of such 


Contrac ing Officer within ten (10) d: 





t 
‘ } hy \ ' } f 
« h stand-by period was required, such 
Col itor and placed in storage with su sto 
f enaceount of the Government 
h) The n ner of placing nd n I il C S d-} ( | , ad ) 
g and preparatic f shipment and s or he f ‘ 
a } 1 be rer bv the Cont g Offi he f 
‘ e by the Lessee except as otherwise spe« | led ( | | 
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12. Title 

Title to all of the leased facilities is and will remain in the Government and 
said facilities shall be deemed personal property although they may be affixed 
to realty. Title to all modifications, changes, replacement parts and attachments 
forming an integral part of the facilities shall pass to the Government upon 
incorporation in or affixation to the facilities. No modification or changes shall 
be made in the facilities, however, without the prior approval of the Contracting 
Officer. 
18. Records and books of account 

(a) The Lessee agrees that its books and records relating to expenditures for 
which reimbursement is authorized under the provisions of this contract, shall 
at all reasonable times be subject to inspection and audit by any authorized rep- 
resentative of the Department. 

(b) The Lessee shall cause a provision corresponding to that cuncained in 
paragraph (a) hereof to be included in all subcontracts hereunder. 


14. Nondiscrimination in employment 

In connection with the performance of work under this contract, the Contractor 
agrees not to discriminate against any employee or applicant for employment 
because of race, creed, color, or national origin; and further agrees to insert 
the foregoing provision in all subcontracts hereunder except subcontracts for 
standard commercial supplies or for raw materials. 

15. Officials not to benefit 

No member of or delegate to Congress or resident commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
therefrom, but this provision shall not be construed to extend to this contract if 
mude with a corporation for its general benefit. 

16. Covenant against contingent fees 

The Contractor warrants that no person or selling agency has been employed 
or retained to solicit or secure this contract upon any agreement or understand- 
ing for a commission, percentage, brokerage or contingent fee, excepting bona 
fide employees or bona fide established commercial or selling agencies main- 
tained by the Contractor for the purpose of securing business. For breach or 
violation of this warranty the Government shall have the right to annul the 
contract without liability, or in its discretion, to require the Contractor to pay, 
in adidion to the contract price or consideration, the full amount of such com- 
mission, percentage, brokerage or contingent fee. 

17. Bight-hour law of 1912 

(a) This contract, to the extent that it is of a character specified in the Eight 
Hour Law of 1912 as amended (40 U. 8. Code 324-826) and is not covered by 
the Walsh-Healey Public Contracts Act (41 U. S. Code 35-45), is subject to the 
following provisions and exceptions of said Eight-Hour Law of 1912 as amended, 
and to all other provisions and exceptions of said Law: 

(b) No laborer or mechanic doing any part of the work contemplated by this 
contract, in the employ of the Contractor or any subcontractor contracting for 
any part of the said work, shall be required or permitted to work more than 
eight hours in any one calendar day upon such work, except upon the condition 
that compensation is paid to such laborer or mechanic in accordance with the 
provisions of this clause. The wages of every such laborer and mechanic em- 
ployed by the Contractor or any subcontractor engaged in the performance of 
this contract shall be computed on a basic day rate of eight hours per day; and 
work in excess of eight hours per day is permitted only upon the condition that 
every such laborer and mechanic shall be compensated for all hours worked 
in excess of eight hours per day at not less than one and one-half times the 
basic rate of pay. For each violation of the requirements of this clause a penalty 
of five dollars shall be imposed upon the Contractor for each such laborer or 
mechanic for every calendar day in which such employee is required or permitted 
to labor more than eight hours upon said work without receiving compensation 
computed in accordance with this clause; and all penalties thus imposed shall 
be withheld for the use and benefit of the Government. 
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18. Co ct laho 


In connection with the performance of work under this contract, the Contractor 
agrees not to employ any person undergoing sentence of imprisonment at hard 
labor 


19. Tares and utilities 


1) The Contractor agrees to pay to proper authority when and as the same 
become due and payable all taxes, assessments and similar charges which at 
any time are properly and legally taxed, assessed and imposed upon the Con- 
tractor’s interest made or created pursuant to the provisions of this contract, 
with respect to part or all of the facilities provided hereunder or the use 
thereof 


(b) The Contractor agrees to pay all claims or charges for or on account of 
water, light, heat, power, and anv other services or utilities furnished to or 
with respect to th ilit leased hereunder or any part thereof. 


20. Dispute 2 


Except as ot wise provided in this contract, any dispute concerning a ques 
tion of fact arising under this contract, which is not disposed of by agreement, 
Shall be decided by the Contracting Officer, who shall reduce his decision to 


writing and mail or otherwise furnish a copy thereof to the Contractor. Within 
30 days from the date of receipt of such copy, the Contractor may appeal by 


mailing or otherwise furnishin 





Contracting Officer a written appeal ad 


on of the Secretary or his duly authorized 





dressed to the Secretary, and t 


representative for the hearing of sucl ppeals shall be final and conclusive; 
provided that, if no such appeal is take th cision of the Contracting Officer 
shall be final and conclusive In conne n with any appeal proceeding under 
this clause, the Contractor shall be afforded an opportunity to be heard and 
to offer evidence in support of its appeal. Pending tinal decision of a dispute 
hereunder, the Contractor shall proceed diligently with the performance of the 
contract and in accordance with the Contras gs Officer's decisio 


21. Definitions 


(a) The term “Secretary” as used herein shall include the Secretary of the 
- and the Under Secretary of the , and the t “his duly 
authorized representative’ shall Mean any person o ard authorized by the 
Secretary of the to act for him other than the Contracting Officer. 
(b) Except for the original signing of this contract, and except as otherwise 
stated herein, the term “Contracting Officer’ as used herein shall include his 


duly appointed successor or his authorized representative 
22. Effect on other contracts 

Nothing contained herein shall be interpreted as prohibiting the Lessee from 
obtaining reimbursement under other contracts with the Government or sup- 
pliers of the Government through allocations of overhead or otherwise for costs 
incurred in the performance of obligations imposed hereunder and not made 
reimbursable hereunder. 


23. Approval 


This contract shall be subject to the written approval of the Secretary of 
the - or such individual as said Secretary may designate and shall not 
be binding until so approved. 

In witness whereof, the parties hereto have executed this contract as of the 
day and year first above written 

THe UNITED STATES OF AMERICA, 
ea , ‘ 
(Contracting officer) 


(Contractor) 


Two witnesses: 
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SCHEDULE A TO FACILITIES LEASE AGREEMENT 


Location of lessee’s plant : 


Norre.—Upon completion of its new plant, Lessee will at its expense transfer 
the leased property to that plant. 


Leased property : {cquisition cost 

One thirty-five-thousand-pound Erie Foundry Steam or Air Drop 
Hammer, Serial NA, AF No. 20277 nce oi 

One sixteen-thousand MKG Schloemann Double Ram Hammer, 
Serial NA, AF No. 247737_--- is inne coat : 

One five-thousand-pound Erie Foundry Steam Drop Hammer, Serial 
2848, AF No. 110281_- aceaiee 

One two-thousand-pound Erie Foundry Steam or Air Drop Hammer, 
Serial 8054, AF No. 20260 as : 

One six-hundred M. T. Eumuco Forging Press, Serial NA, AF 


Ny O4AT7TTRR 


‘ ~tiie — 
One five-thousand M. T. OQpen-Red Four-Column (Hydraulic) Forg 

ing Press, Serial NA, AIX No, 247735 sata ad 
One two-thousand M. T. Open-Rod Four-Column (Hydraulic) Forg 

ing Press, Serial NA, Al? No. 247736 = 


APPENDIX 4 
GENERAL SERVICES ADMINISTRATION POOL-ORDER CONTRACT PROCEDURES 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D.C. 


GENTLEMEN: The Defense Production Act of 1950, as amended, and Executive 
Orders 10161 and 10200 issued thereunder by the President impose upon this 
Administration responsibility for the installation of such additional equipment, 
facilities, processes, or improvements to plants, factories, and other industrial 
facilities owned by the United States Government and for the installation of such 
Government-owned equipment in plants, factories, and other industrial facilities 
owned by private persons as will aid the national defense 

The Director of Defense Mobilization has directed that the production of metal- 
working tools be increased and the Administrator of the Defense Production 
Administration has advised this Administration that he deems it necessary for 
he Government to undertake a program to increase production of machine tools 
n order that an augmented supply will be available when needed for defense 
production and recommended that the General Services Administration execute 


appropriate contracts with qualified producers for the production of machine 


\¢ ding there is enclosed herewith, in quadruplicate, a machine-tool pool 
ontract Annexed to and made a part of the contract is schedule A which lists 
the classes, types, kinds, descriptions, and quantities of machine tools which it is 


desired to have you manufacture and produce. The contract also sets forth the 
terms, conditions, and prices pursuant to which it is desired that these items be 
manufactured, produced, and delivered or stored. Your acceptance of the con- 
tract should be indicated on all four copies thereof in the space provided and 
three copies immediately returned to the undersigned. 

In the event you are unable to obtain financing from private sources adequate 
to enable your prompt performance of the contract, the General Services Admin- 
istration is prepared to guarantee in appropriate cases, under regulation V of 
the Board of Governors of the Federal Reserve System, loans made to you by 
private sources to the extent required by them. 

Should private financing not be available even under a Government guaranty, 
advance of funds for working capital not to exceed 30 percent of the amount 


y } j 


s order may be requested from this Administration. Such requests should 
be made in accordance with Instructions and Procedures Governing Advance of 
kunds Under Machine Tool Pool Contracts, dated August 24, 1951. Advances so 
made will bear interest at the rate of 4 percent per annum 
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In the event of any substantial changes in your capacity affecting performance 
of this contract, you are requested to notify the undersigned 
Pursuant to section 3 of NPA Order M +0), dated Feb! IAarV <9, 1951. the 


enclosed contract provides for the elimination of items from the contract to the 








extent that equivalent items manutactured by ou are invoiced or shipped to 
S pursuant to purchase orders from others and in accordance ¥ lers 
I ms ¢ ie National Production Authorit I ! I h such 
ues OT mat e tools t hers, your tention Is vite to NPA Ord \i—41, 
ed February 28, 19 
Since S 
li GUM 
{eejetant Ad) dD ( 
(; ~ \ 
| dD f 4 } 
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Contract No. GS—00-B(D) 


MACHINE-TOOL PooL CONTRACT 


THis CONTRACT, entered into on the sg, RT SI ce wrt wivvery OL EUs. DY 
and between the United States of America, acting by and through the General 
Services Administration, hereinafter called the Underwriting Agency, and___-_- 


hereinafter called the Contractor, provides for the manufacture, production, 
and delivery or storage of machine tools required for defense production. 

THIS CONTRACT is entered into pursuant to the provisions of the Defense Pro- 
duction Act of 1950, Public Law 774, 8ist Congress, approved September 8, 1950, 
as amended by the Defense Production Act Amendments of 1951, Public Law 96, 
82nd Congress, approved July 31, 1951; Executive Order 10161 and Executive 
Order 10200, issued pursuant to said Act; and certificate of necessity dated 
March 9, 1951, by the Administrator, Defense Production Administration, supple 
mented July 23, 1951. 

Now, THEREFORE, the parties hereto do mutually agree as follows: 

ArTICLE I. The Contractor agrees to undertake, perform, and diligently pur- 
sue the manufacture, production, and delivery or storage of machine tools of 
the classes, kinds, types and description specified in Schedule A annexed hereto 
and made a part hereof, in the quantities specified, subject to the provisions, 
terms and conditions of this contract. Machine tools covered by this contract 
shall be completed on or before the date specified on Schedule A: Provided, 
however, that in the event that delays in completion occur arising out of causes 
beyond the control and without the fault or negligence of the Contractor, the 
completion date shall be extended for the period of such delay. Such causes 
include, but are not restricted to, acts of God, or of the public enemy, acts of 
the Government, fires, floods, epidemics, quarantine restrictions, strikes, freight 
embargoes, unusually severe weather, and defaults of subcontractors due to any 
of such causes unless the Contracting Officer shall determine that the supplies 
rr services to be furnished by the subcontractor were obtainable from other 
sources in sufficient time to permit the Contractor to meet the required delivery 
schedule, 

ArtTIcLE II. No agreement or other understanding in any way modifying the 
provisions of this contract will be binding upen the Underwriting Agency unless 
made in writing and signed by an authorized representative of such Agency. 

ArTIcLe III. <All machine tools covered by this contract which are completed 
by the Contractor and invoiced or shipped by the Contractor to others prior to 
delivery to the Underwriting Agency on and after September 1, 1951, or on and 
after the effective date of this contract, whichever is later, regardless of the 
date of receipt of orders for such tools, shall be eliminated from this contract, 
provided that delivery of such machine tools shall conform to the orders and 
regulations of the Governmental ageney having jurisdiction over priority of 
deliveries ; and the Contractor shall furnish monthly to the Underwriting Agency 
attached to report GSA Form 616 required by paragraph C of Arricie IV, one 
copy of each invoice or shipping document for such machine tools invoiced or 
deliveries ; and the Contractor shall furnish monthly to the Underwriting Agency 
all amounts which the Underwriting Agency may have paid with respect to 
such machine tools under the provisions of Arricte IV, A (1) and Arrtcie IV, B, 
hereof. The Contractor agrees to make every reasonable effort, through its 
regular sales organizations or otherwise, to sell the machine tools covered by 
this contract, including all tools which have been stored for the account of 
the Underwriting Agency pursuant to ArtricLe IV, F, and invoiced to and paid 
for by the Underwriting Agency pursuant to Artricne IV, A (1) and ARTICLE 
IV, B. Tools so completed, stored, invoiced, and paid for may be sold by the 
Contractor at any time prior to cancellation or completion of this contract and 
prior to receipt of notice and remittance from the Underwriting Agency as pro- 
vided in ArticLe IV, A (4). 

ArticLe IV. All machine tools covered by this contract which are completed 
by the Contractor but not invoiced or shipped to others and eliminated from this 
contract pursuant to ArtTiIcLe III will be purchased and paid for by the Under- 
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writing Ageney in accordance with the proy isions of this ARTICLE IV, which pro- 
visions, except as otherwise specifically provided, shall apply only to machine 
tools not so eliminated pursuant to said Arricre III. 

\ (1) All tools not eliminated from this contract pursuant to ARTICLE III 
but completed or stored pursuant to ArricLe IV, F, and invoiced pursuant to 
ARTIOLE [V, B, shall be paid for by the Underwriting Agency in the amount specl- 
fied on the attached Schedule A, less seventeen and one-half percent (1744%) 


(2) The Contractor warrants that said price specified in Schedule A is (a) not 
in excess of the Contractor’s net current market price of the machine tool to a 
user; and (b) not in excess of any existing ceiling price fixed by regul 
orders issued by the Governmental agency having jurisdiction over prices 


(3) In the event that the Governmental agency having jurisdiction over prices 


itions or 


hereafter establishes a cej ing price for any machine tool covered by this con 
tract, which price is at variance with the existing ceiling price for such machine 


tool, the price in Schedule A shall be revised upward cr downward by an amount 


determined on the basis of the same ratio that the new ceiling price bears to 
the previously existing ceiling price, such new price to be applicable to items 
completed or stored on and after the effective date of the ceiling-price change 

(4) In the event that, prior to completion, cancellation, or termination of this 
contract, a machine tool invoiced pursuant to ArtricLe IV, B, and paid for pur 
suant to rcLe IV, A (1), is delivered, for use for the purpose intended and 


not for storage, to the Underwriting Agency or to others by such Ageney or by 





the Contractor pursuant to instructions from such Agency, such Agency wil 
immediately pay the Contractor an amount equal to seven and one-half percent 
(T1A% ) of the Schedule A price for such machine tool 


B. The Contractor shall furnish promptly to the Underwriting Agency four 








copies of invoices for machine tools completed or stored upon completion or 
storage, together with the original bills of lading if shipment is made, or advice 
that the machine tools are stored by the Contractor, or signed duplicates of 
storage receipts if the machine tools are stored by others. 

C. The Contractor shall submit monthly to the Underwriting Agency “Machin 
Tool Pool Contract Monthly Report,’ GSA Form 616, in accordance with repo g 
procedures issued with the form by the Un lerwriting Agene) 

D. The Underwriting Agency reserves the right to inspect and reject for nor 
compliance with the warranties contained in Articte VII any machine tool stored 
under this contract at any time within thirty 1) day rte he ne to 
is removed from storage for use for the purpose intended or at any time withi 
thirty (80) days after completion, cancellation, or termination of this cor ct 
which ever is earlier. Upon rejection of machine tools for noncompliance w 
the warranties contained in ArticLe VII, the Contract vy shall re ee 
such rejected tools at the Contractor’s expense, or. if the 1 is rejecte 
after completion, cancellation, or termination of this ¢« e Underw ng 





Agency may deduct from any sums due by such Agency to the Contractor the 
amount which the Underwriting Agency otherwise would have had to pay for the 
rejected machine tool. 

EK. The Contractor shall hold and save the Underwriting Agency, its officers, 
agents, servants, and employees h: 





irmless from liability of anv nature or kind 
including costs and expenses, for or on account of any infringement upon at 
patented or unpatented invention, article, or appliance manufactured or used in 
the performance of the contract, including their use by the Government. 

I. Unless otherwise instructed or mutually agreed upon, any machine tools 
which upon completion are not eliminated from the contract pursuant to ARTICLI 
III, shall be stored by the Contractor and furnished preservation and prote 
in accordance with standards prescribed by the Underwriting Agency If the 
Contractor is unable to store completed machine tools on account of lack of 
available space or for other reasons, the Underwriting Agency shall be so noti- 
fied upon or before completion of the machine tool, and, unless otherwise in 


‘tion 


t 


structed, the Contractor shall arrange for the moving, suitable storage, preserva 
nd protection of the completed machine tools, preferably close to the place 


d town where the items are produced Unless otherwise agreed upon. the 
( tractor’s liability with respect to machine tools stored pursuant to this pro 
: limited to losses, costs. and expenses resulting from the neg] gence of the 


tor 


tor, the ¢ ‘ontractor’s agents, or em] loyees 
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G. At the request of the Underwriting Agency, the Contractor shall arrange fo 
full insurance coverage in the name of such Agency covering the machine tools 
stored, preferably by endorsement or modification of the Contractor's present 
nol 





olicies if this is practicable. 

H. The Contractor shall keep the Underwriting Agency advised in reasonable 
detail with regard to the storage, moving, protection, preservation and insurance 
overage, if obtained under the provisions of ArricLe IV, G, hereof, of the items 
ored rhe Underwriting Agency will pay, separately, in addition to the pur 


chase price of the machine tools, for moving, storage, protection, preservation, 







ind insurance. Charges for moving, storage, protection, preservation, and insur- 

ce shall be the direct costs thereof, plus the indirect costs properly allocable 
hereto Invoices for such costs shall be submitted in quadruplicate monthly. 

ARTICLE \ tdvrance of Fund Working capital funds not exceeding thirty 

ie ni ane ) of the total price spe ified in Schedul A for all tools covered hy 

contract may be advanced by the Underwriting Agency against its obligations 

der the contract in accordance with “LTnstructions d Procedures Governing 

Ac e of Funds Under Machine Tool Pool Contracts,” dated August 24, 1951, 

Any monies so advanced to the Contractor shall be repaid in accordance with 


Is contract 
A. Any monies advanced to the Contractor under this contract which have not 
Nation or completion of this contract shall be repaid in 


ecordance with Arricte X, A (5) 





B. On the last day of each month during which a machine tool covered by this 
) act is shipped to a user or invoiced to other than the Underwriting Agency, 
e Contractor shall remit to the Underwriting Agency an amount equal to thirty 

ent (300,) of the price specified in Schedule A, covering all such machine 


tools so shipped or invoiced during that month; e« 

‘.. Payment by the Underwriting Agency for all machine tools not eliminated 
contract pursuant to Arricie IIT, but completed or stored pursuant to 
IV, F, and invoiced to and paid for by the Underwriting Agency pursuant 
rovisions of ArricLe LV, A (1) and Arricre IV, B, in those instances 
lvance payments made to the Contractor pursuant to this ARTICLE V are 
will be made in the amount specified in said Articte IV, A (1) 
Le TV, B, less an amount equal to thirty percent (80%) of the price 


hedule A: 


} 





av of each month during which any advances were out- 
with the exception of the month in which the first advance was made, 
actor shall nav to the Underwriting \gency interest on such advances 
te of four percent (4%) per annum. Such interest shall be calculated 
ount of advances outstanding as of the first day of the month, and shall 


ed as one-twelftl ( ) of the annual rate rT. on the first day of 

here due to the Contractor a payment for machine tools com- 

red and inv er the preceding month to the Underwriting Agency 

to Artiete TV, A (1) and Arricie TV, B, the amount of the advance 

lL by deductis from such invoices shall be deducted from the amount 

es outstanding as of the first day of the month for purposes of 

interect 

Contractor shall submit monthly, so long as advances are outstanding, 

Underwriting Agency “Machine Tool Pool Contract Monthly Report, 

e A—Status of Advances,” GSA Form 616A, in accordance with reporting 
res j ed with the form by the Underwriting Agency 

Contractor agrees that so long as any funds advanced to the Contractor 


nderwriting Ageney remain due and unpaid, the Contractor shall submit 
nderwriting Agency reports and statements truly and accurately reflect- 

ial status of the Contractor, in such form and at such periods (but 
vent less frequently than annually) as are usually made by the Contractor 


normal course of busine 
Contractor agrees that so long as any funds advanced to the Con 
by the Underwri \gency remain due and unpaid, all materials, sup 


onents and equipment acquired by the Contractor or a subcontractor 
incident to the performance of this contract shall be impressed with a 
g¢ Ageney in an amount equivalent to the amount 


lining due and unpaid plus interest thereon at 





{ : 1] 


ff r percent ! ) per annum iid lien to be paramount with respect 
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to suel materials supplies, equipment and components as against all other 
obligat ons and liabilities of the Contractor and the subcontractor of whatsoevel 


nature Provided, however, That upon fabrication or incorporatior of said 
Is, supplies, Components, and equipment into a completed 
Pay by Schedule A of this 


t 





ool called 








{ ‘t and upon elimination of such completed too 
! the contract as provided in ArricLe ILL, or up completion o1 oruge 
f ich to provided for ARTICLE I\ he 1 ( Lis, SUppile com) ¢ s 
md equipment so fal ited or incorporated into such completed tools auto 
itically shall be released from the lien created by this Arric! V,G The 
Contractor agrees to incorporate into all subcontracts executed for or incident 
to the performance of this contract such provisions are necessary to effectuate 
the provisions of this paragraph 
ARTICLE VI issigniment of Claims A. No monies due or to become due the 
Contractor from tl Grovernment under this contract may be assigned in the 
event an advance payment is made pursu to A IcLE V hereot 





ArtTicLeE VI, A, hereof, Irsuant to the 
provisions of the Assignment of Claims Act of 1940, as amended (31 U.S. Cod 
205, 41 U.S. Code 15), if this contract provides for payments aggregating $1,000 


B except as otherwise provided 





or more, Claims for monies dune or to become due the Contractor from the Gov 


ernment under this contract may be assigned to a bank, trust company, or other 
financing institution, including any Federal lending agency; and may thereat 
be further assigned and reassigned to any such institution. Any such assignment 


or reassignment shall cover all amounts payable under this contract and not 
already paid, and shall not be made to more than one party, except that any 
such assignment or reassignment may be made to one party as agent or trustee 
for two or more parties participating in such finsucing. Notwithstanding any 
other provision of this contract, payments to an assignee of any m i 

to become due under this contract shall not, to the extent provided in said Act, 
as amended, be subject to reduction or set-off 

C. In no event shall copies of this contract or any of the plans, specifications 
or other similar documents relating to work under this contract, if marked 
“Top Secret,” “Secret,” “Confidential,” or “Restricted,” be furnished to any 
assignee of any claim arising under this contract or to any other person not 
entitled to receive the same: Provided, That a copy of any part or all of this 
contract sO marked may be furnished, or any information contained therein 
may be disclosed to such assignee upon the prior written authorization of the 
Contracting Officer. 

ArtTICcLE VII. The Contractor expressly warrants that all articles, materials, 
and work covered by this contract will be of good material and workmanship 
free from defects therein, and will conform to any specifications, drawings, or 
other descriptions now published by the Contractor as applicable to the articles 
identified in Schedule A, or to any changes therein hereafter agreed upon b 
the Contractor and the Underwriting Agency, and that the articles will be fit 
for the usual purposes for which such machines are intended in the industry 

ARTICLE VIII. All items completed by the Contractor under this contract, upon 
completion thereof, will be subject to inspection at the Contraetor’s plant and 
rejection for non-compliance with the warranties contained in ArricLe VII, and 
the Contractor shall notify the Underwriting Agency forthwith upon completion 
of the item that it is ready for inspection. Except as otherwise provided in 
ARTICLE IV, D, inspection shall be deemed waived unless it shall take place within 
ten (10) days after receipt of notice by the Underwriting Agency that the item 
is ready for inspection. 

ArticLeE IX. The Contractor agrees to submit immediately confidential reports 
in reasonable detail if it has cause to believe that there is active danger of 
espionage or sabotage. 

ArticLe X. The Underwriting Agency may cancel this contract in whole or ir 
part by written notice to the Contractor. 

A. Upon receipt of notice of complete or partial cancellation, the Contractor 
shall: 

(1) Complete all work on particular machine tools affected by the cancellation 
which, upon receipt of notice of complete or partial cancellation, are ninety per- 
cent (90%) or more complete : 

(2) Unless otherwise authorized or directed, discontinue all work and the 


onies due or 


placing Of all orders and subcontracts in connection with the contract if com- 
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pletely canceled or in connection with any machine tool or component part 
thereof which may have been rendered obsolete or unusable in the performance 
of the contract by partial cancellation, and cancel all existing orders and all 
subcontracts for materials, supplies, and complete items or parts entered into for 
the purpose of completing the cancelled contract or the obsolete or unusable 
machine tool or component part, in so far as such orders and subcontracts are 
cancellable without cost; 

(3) Unless otherwise authorized or directed, cancel all existing orders and all 
subcontracts for materials, supplies, and completed items or parts, entered into 
for the purpose of completing the cancelled contract or the obsolete or unusable 
machine tool or component part which are not cancellable without cost and pro- 
ceed to settle and discharge all obligations resulting from such cancellation upon 
terms and conditions most advantageous to the Underwriting Agency, securing 
to the Underwriting Agency the benefits of any remaining rights which the Con- 
tractor may have under such orders or subcontracts ; 

(4) Unless otherwise authorized or directed, transfer to the Underwriting 

Agency, by delivery or by such other means as may be directed, title to all com- 
pleted items, all uncompleted items and all materials and supplies, in connection 
with the cancelled contract or obsolete or unusable machine tool or component 
part, except all defective or rejected items whether completed or uncompleted and 
all defective or rejected materials and supplies ; 
(5) Upon settlement and discharge of all obligations in accordance with 
ArTICLE X, A (3), and upon transfer of all completed items, all uncompleted 
items, and all materials and supplies in accordance with ArticLe X, A (4), but 
in no event later than sixty (60) days subsequent to receipt of notice of complete 
or partial cancellation, the Contractor will repay to the Underwriting Agency 
the balance of all outstanding advances relating to the portion cancelled, plus 
interest thereon at the rate of four percent (4%) per annum calculated in ae- 
cordance with Article V, D, less any amount payable to the Contractor by the 
Underwriting Agency in accordance with ARTICLE X, B. 

B. The Underwriting Agency shall, in event of cancellation of the contract in 
whole or in part, compensate the Contractor as follows less the amount of all out- 
standing advances relating to the portion cancelled : 

(1) By reimbursing the Contractor in accordance with ArticLe IV for all work 
either completed in accordance with ArricLe X, A (1) or which was completed on 
the date of receipt of notice of whole or partial cancellation ; 

(2) By reimbursing the Contractor for all actual expenditures for labor, ma- 
terials and supplies made with respect to all uncompleted items and all materials 
and supplies transferred pursuant to ArricLe X, A (4), and all other proper 
costs with respect thereto, including overhead and administrative expense, cer- 
tified by the Contractor and approved by the Underwriting Agency ; 

(3) By reimbursing the Contractor for all proper expenditures made in settling 
or discharging his outstanding obligations under ArricLe X, A (38). 

ArTicLeE XI. The Contractor agrees, upon demand, to assign to the Under- 
writing Agency all of the Contractor’s rights and claims for damages or for 
other compensation due by reason of cancellation by a substituted purchaser of 
any contract between the Contractor and such substituted purchaser for the 
purchase of items which upon invoice or shipment to such purchasers would be 
eliminated from this contract under ArricLe III hereof, and to deliver to the 
Underwriting Agency all such damages or other compensation received by the 
Contractor from the substituted purchaser because of such cancellation 

ARTICLE XII. The Contractor shall at all reasonable times furnish such reports 
as the Underwriting Agency or its duly authorized representatives may require, 
and permit such Agency to inspect and audit the Contractor's books and records 
with respect to the Contractor’s performance hereunder. 

Article XIIT. In connection with the performance of work under this contract, 
the Contractor agrees not to employ any person undergoing sentence of imprison- 
ment at hard labor. 

ArnTicLE XIV. If this contract is for the manufacture or furnishing of ma- 
terials, supplies, articles, or equipment in an amount which exceeds or may 
exceed $10,000 and is otherwise subject to the Walsh-Healey Publie Contracts 
Act as amended (41 U.S. Code 35-45), there are hereby incorporated by refer- 
ence all representations and stipulations required by said Act and regulations 
issued thereunder by the Secretary of Labor, such representations and stipula- 
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tions being subject to all applicable rulings and interpretations of the Secretary 
of Labor which are now or may hereafter be in effect. 

ARTICLE XV. In connection with the performance of work under this contract, 
the Contractor agrees not to discriminate against any employee or applicant for 
employment because of race, creed, color, or national origin; and further agrees 
to insert the foregoing provision in all subcontracts hereunder except subcon- 
tracts for standard commercial supplies or for raw materials 

ARTICLE XVI. No member of or delegate to Congress, or resident commissioner, 
Shall be admitted to any share or part of this contract, or to any benefit that may 
arise therefrom; but this provision shall not be construed to extend to this 
contract if made with a corporation for its general benefit. 

ARTICLE XVII. The Contractor warrants that no person or selling agency has 
been employed or retained to solicit or secure this contract upon an agreement 
or understanding for a commission, percentage, brokerage, or contingent fee, 
excepting bona fide employees or bona fide established commercial or selling 
agencies maintained by the Contractor for the purpose of securing business. For 
breach or violation of this warranty the Underwriting Agency shall have the 
right to annul this contract without liability or in its diseretion to deduct from 
the contract price or consideration the full amount of such commission, percent- 
age, brokerage, or contingent fee. The Contractor represents that he has, 

has not, employed or retained a company or person (other than a full-time 
employee) to solicit or secure this contract, and agrees to furnish information 
relating thereto as requested by the Contracting Officer. 

Executed, as of the day and year first written above, for the UNrrep STATES 
OF AMERICA acting by and through the 


GENERAL SERVICES ADMINISTRATION 


Accepted, as of the day and year first written above, for 
(Full corporate or firm name 
eon 7 oe 
gnature and title) 
(Officer or partner) 





(Si 





